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Six die as Moslems 
and Catholics clash 
in Jakarta riots 

At least six people died and 30 
were wounded during riots in 
Jakarta. Crowds of Moslems 
Wiled and mutilated five Catholics 
r after accusing them of killing a 
Moslem. Page 18 

EU regions could lose aid 
Eleven European regions would 
lose access to a European Union 
fund to bridge the gap between 
rich and poor areas under tough 
eligibility criteria suggested by ■ 
the European Commission. 

Page 2 

Santer fam on deficits ■ 

European Commission president 
Jacques Santer dismissed calls 
to soften the EU’s stability and 
growth pact, under which the fis- 
cal deficits of participants in the 
euro-zone are to be restricted. 
Page 3 

SEC in mffiennun bomb warning 
The Year 2000 computer prob- 
lem could cause far-reaching 
problems for US companies, 

» from shutting down on weils to 
forcing microprocessor plants to 
dose, according to disclosures 
made to the Securities and 
Exchange Commission. Page 6 

Israel seeks SI 29m fombq 
Yaakov Neeman, Israel's finance 
minister, arrived in Washington to 
press the US for a $1-25bn fund- 
ing package to implement peace 
accords. Page 6 

Ban on British beef may end 
European Union farm ministers 
are today expected to vote to lift 
a worldwide ban imposed on 
British beef exports more than 
two years ago in response to the 
BSE "mad cow" crisis. Page 7 

House resolute on Clinton vote 
The new leadership of the US 
House of Representatives 
•\ appeared determined to push 
* iahead with a vote on whether to 
/impeach President BiR Cfinton, in 
spite of signs of weakening sup- 
port among Republican 
congressmen. Pages * •• 

Malaysia afters people’s forum . 
Malaysia hopes .to end months of 
street protests against the 
administration of prime minister 
Mahathir Mohamad by giving its 
more than 20m people a forum 
through which they can criticise 
the government Page 4 

China gives pledge on currency 
China wilt not devalue its cur- 
rency in 1999 and the country is 
on course to meet its ambitious 
8 per cent growth target this 
year, prime minister Zhu Rongj 
was reported as saying. Page 4 

Military courts face challenge 
The Muttahida Qaumi Movement 
main political party in Karachi, Is 
expected to challenge the intro- 
duction of mffitary courts in the 
city. Page 4 

Turkey acts against Kaftan props 
Turkey said it would exclude Ital- 
ian companies from defence ten- 
ders in retaliation for Italy's 
refusal to extradite the Kurdish 
guerrilla leader AbduBah OcaJan 
to Turkey. Page 2 

Thousands homeless after storm 
Thousands of people lost their 
homes and crops were damaged 
as a severe cyclonic storm with 
heavy rains hit eastern India. 

Lee Kuan Yew In hospital 
Singapore senior minister Lee . 
Kuan Yew. 75, was admitted to 
hospital for treatment of an infec- 
tion following minor surgery. 

Boost for HK housing market 
Hong Kong's ailing property sec- 
tor received a boost whan more 
than 1,000 people bought flats at 

a prime development sale. 

Page 4 
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Alstom's Pierre Bilger 
Getting the French and 
British to talk 
Profile, Page 9 


EdF makes $3.3bn 
cash offer for 
London Electricity 

Bectricrte de Ranee has made 
an unconditional cash offer of 
more than £2bn f$3J3bn) for 
London Electricity in a bid to 
overcome potential co mp etit i on 
and regulatory concerns and see 
off a rival offer from British 
Energy. Page 19 

Heavy demand forBanca 
Nazfonale del Lavoro shares 
turned the privatisation of Italy's 
last significant state-sector com- 
mercial bank into a success for 
the government Page 19 

Telecom Itafia is si the final 
stages of negotiations with 
Rupert Murdoch to form a new 
Italian digital pay television part- 
nership that wfll also include TF1, 
the French television network. 
Page 21 

The volume of continental 
European buy-outs fell sharply in 
the first half of this y ear. senefing 
a warning signal to UK and US 
private equity managers who 
have been dfrectmg increasing 
resources to the area. Page 23 

Guardian Royal Exchange, the UK 
composite insurer, is in tales over 
the safe of all or parts of its busi- 
ness. The sale is likely to fetch 
more than £5bn. Page 19; Lex, 
Page 18 

Deutsche Telekom, Europe’s 
largest telecoms company, has 
appointed UK investment bank 
N.M. Rothschild to advise on 
selling stakes in its television 
cable network. Page 21 

Barton Bigs, Morgan Stanley's 
celebrated strategist who 
recently announced it was time 
to buy Japan, is famous for his 
bold strate^c caBs. But perhaps 
tins time he has backed a loser. 
Global Investor, Page 19 

Conqtafty managemente on both 
sides of the Atlantic wifl face 
renewed shareholder pressure 
when two of the largest institu- 
tional Investors in the US and the 
UK join forces to Improve corpo- 
rate governance. Page 19 . 

Toyota, the Japanese carmaker, 
reported record operating profits 
of Y286.8bn ($2J38bn) for the 
first six months. Page 23 

PfiBp Morris, the US tobacco 
company, has reac hed an agree- 
ment to buy three cigarette 
brands for $300m - half of which 
wiQ be paid even if the deal does 
not go ahead. Page 21 

A group of foreign investors is 
demanding the early repayment 
of a $135m bond issue by 
Romania's state-owned electric- 
ity utility. They dam moves to 
restructure the company have 
increased the risks attached to 
the bonds. Page 21 

MamiBfe financial, one of 
Canada's largest fife assurance 
companies, is preparing to form 
an affiance with Darhyaku, the 
Japanese life group. Page 21 

MStsui DSC Lines, the Japanese 
shipping company, is to acquire 
Navtx, the world's largest tanker 
operator, creating the country’s 
largest shipping group. Page 22 

Phffip Services, the Canadian 
waste services group, has staved 
off the threat of forced bank- 
ruptcy^ agreeing to surrender 
90 per cent of toe company to 
US financier Carl Icahn and other 
debt holders. Page 21 

World Equity Markets 

The latest trends and data from more 

Ban 50 natonai matets atagtence 


By WSQara Lewis and 
Tracy Corrigan In New York 

Deutsche Bank. Germany’s 
largest bank, was yesterday 
working around the dock to be 
able to announce today the take- 
over of Bankers Trust, the eighth 
largest hank holding company in 
the US, in a deal valued at dose 
to tlObm. 

Bankers Trust's board was 
meeting in New York yesterday 
afternoon to consider formally 
Deutsche's all-cash takeover pro- 
posal, as the two sides scrambled 
to pull the deal together. Deut- 
sche’s board of manag in g direc- 
tors met on Saturday. 

The banks were forced to bring 
forward completion of their talks 
after details began to leak in US 
and German markets on Friday. 
They had been planning to 
announce the deal next week but 
weekend press reports led to 
frantic activity by both hanks on 
Saturday and Sunday to enable 
the deal to be signed before US 
and European stock markets 
opened on Monday morning. 

People dose to the deal said on 
Sunday afternoon before Bankers 
Trust’s board meeting that they 
expected the board to approve 
what would be the largest take- 
over of a US financial institution 
by a European bank. 

An announcement is expected 
as early as this morning, 
although people dose to the 
transaction cautioned that Deut- 
sche had yet to complete its due 
flfflgannp and wanted to do so 
before the deal was formally 
signed. Deutsche's proposed take- 
over of Bankers Trust represents 
the culmination of the German 
bank's long-standing efforts to 
build or acquire a large US 


Poor areas set to 
lose EU funding 
under new criteria 


By Michael Smith fci Brussels 

Eleven regions in nine European 
Union countries are set to lose 
access to a multi-billion dollar 
EU fund for boosting poor areas. 

Official statistics, to be pub- 
lished this week, will show that 
at least half of Ireland would stop 
qualifying for the biggest 
regional aid fund under tough eli- 
gibility criteria suggested by the 
European Commission for the 

wiiTIpnninm 

One region in each of Ger- 
many, Spain, Italy, Belgium, Por- 
tugal and the Netherlands, anri 
two in France, would lose eligibil- 
ity. The UK would see a net gain: 
two regions would lose eligibility, 
but three would gain it 

The statistics, measuring 
regions' gross domestic product 
per capita, will fuel an EU debate 
over the so-called "structural 
funds” to help prannminally die , 
advantaged areas. 

The Commission is to 

reform the funds in advance of 
any enlargement of tbe EU in 
eastern Europe. It wants coun- 
tries to set aside about Ecu215ba 
I for the funds for the first seven 
, years of the decade, an increase 
of up to a fifth on current spend- 
ing. But it aims to concentrate 
, aid in fewer regions. 

It suggests the main fund, 
called "objective one”, should 
have about EcuMJbn, but that 
allocations should be strictly lim- 
ited to regions that have less 
than 75 per cent of the average 
EU per capita GDP. The GDP fig- 
ures for 1994 to 1996, to be pub- 
lished this week by Eurostat are 
expected to he used as the basis 
for making assessments. 


Tbe statistics, which have been 
seen by tbe Financial Times, 
show that Ireland could miss out 
because it is treated as a single 
region and its GDP is 96 per cent 
of the average. However, it has 
asked Eurostat that it be treated 
as two regions, the second of 
wbicb - comprising the West, 
Border and Midland areas - 
would still qualify. 

Cantabria, one of 11 "objective 
one" regions in Spain would lose 
its eligibility. Cantabria has a 
GDP that is 77 per cent of tbe 
average. Other casualties would 
be Germany’s East Berlin (with a 
GDP that is 80 per cent of the 
average), Belgium's Hainaut (81 
per cent), Italy's Molise (77 per : 
cent), the Netherlands' Flevoland 
(77 per cent) and Portugal's Lis- 
bon region (89 per cent). In 
France, Corsica (83 per cent), 
would lose Its eligibility as would 
the ammdissements of Valenci- 
ennes, Douai and Avesnes which 
now have objective-one status 
because of their closeness to Hai- 
naut in Belgium. 

In the UK, the Highlands and 
Islands of Scotland (76 per cent) 
and Northern Ireland (80 per 
cent) would fall to qualify, but 
South Yorkshire (74 per cent), 
West Wales (71 per cent) and 
Cornwall (70 per cent) would gain 
eligibility. 

Some countries will argue that 
the 75 per cent threshold Is too 
restrictive. They will push for a 
higher limit or for exemptions. 

This week’s Eurostat figures 
exclude the French overseas ter- 
ritories which have low GDPs 
and so will push the average up. 
This wifi make qualification for 
funds difficult for other regions. 
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interstellar Travel 
No longer just 
the stuff of dreams 
Technology, Page 14 


Deutsche Bank 
close to sewing 
up takeover of 
Bankers Trust 

Largest acquisition of a US financial group 
by a European bank nears completion 
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investment banking presence. 

Deutsche will also be acquiring 
one of the world’s largest asset 
management and global custody 
divisions. Substantial job losses 
are expected. 

Both banks yesterday declined 
to comment. However, people 
close to them said that Deut- 
sche's offer was in the range of 
$90-895 a share, valuing Bankers 
Trust at between S9.4bn-S9.9bn. 
The top end of the estimated 
rbnge would represent a pre- 
mium of approximately 23 per 
cent on the US bank's closing 
stock price on Friday of $77*. 

That would mean that Deut- 
sche would be paying 13 times 
Bankers Trust book value of 
approximately S4.3bn - roughly 
in line with other recent invest- 
ment banking acquisitions. 

Since October 20, when the 
Financial Times disclosed that 
the two banks were holding 
talks. Bankers Trust's share price 
has risen by about a third. 

While Deutsche would be able 
to afford the transaction from its 
cash reserves, the goodwill would 
put pressure on its capital ade- 
quacy ratios. Some people dose 
to the bank suggested that it 
might tap the capital markets to 
help fund at least part of it 

Fr ank Newman, chairman and 
chief executive officer of Bankers 
Trust, is expected to stay on as 
cohead of the new US operation. , 

Mr Newman's decision to sell 
follows other mega-mergers in 
the financial services industry 
and recent global market turbu- 
lence that saw tbe US bank 
record a third-quarter net loss of 
$4S8mn or nearly $5 per share. 

Bank's American dream, Page 24 
Lex, Page 18 
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Barrel of laughs President Bit CHnton jokes with Sergeant Major Charles 
Thomas after singing Happy Birthday to him during a visit to a US-South 
Korean mHtary training centre yesterday. US txcertanfy. Page 1 8 Reulere 

Iraq hits at Butler 
as crisis rekindled 


By Route Khatef in Baghdad and 
Gerard Baker m Seoul 


Iraq yesterday accused the chief 
Uni tel Nations weapons inspec- 
tor of provoking a new row over 
access to documents in an at- 
tempt to undermine the UN secu- 
rity council’s promised review of 
sanctions against Baghdad. 

Tariq Aziz, Iraq's deputy prime 
minister, said Richard Butler, 
head of the UN inspectors com- 
mission, was “either creating a 
superficial pretext to justify the 
American aggression or he Is try- 
ing to confUse and undermine the 
-comprehensive review”. 

The dispute, over inspectors' 
access to documents, threatens a 
fresh crisis, just over a week 
after Baghdad averted US mili- 
tary strikes by agreeing to 
co-operate with Unscom, the 
inspectors' commission. 

The US and UK have warned 
that they were ready to strike 
and that the security council 
review depended on Iraq's will- 
ingness to comply with inspec- 
tors. Iraq is hoping the review 
will lead to a partial lifting of the 
eight-year-old UN sanctions. 

As weapons inspectors 


resumed their work in Baghdad 
last week, Mr Butler wrote to Mr 
Aziz asking for 12 documents 
related to Iraqi disarmament. 

Iraq's reply on Friday said rele- 
vant parts of a document relating 
to chemical weapons used during 
the 1980-1988 Iran -Iraq war could 
be examined by inspectors in the 
presence of the UN secretary- 
general Kofi Annan's special 
envoy to Baghdad. 

But it maintained its long-held 
position that some of the other 
documents either did not exist or 
were related to questions Iraq 
had already replied to. 

The US said yesterday that 
Iraq’s objections to Mr Butler's 
requests for the documents were 
unreasonable. Sandy Berger. 
President Bill Clinton's national 
security adviser, said the UN had 
sought more information from 
Iraq, and Baghdad should co- 
operate. Questioned in Seoul, 
where he was accompanying Mr 
Clinton, he declined to say 
whether there was any deadline 
for a reply, but said: "We would 
hope they would respond posi- 
tively and quickly." 

Iraq paper chase, Page 6 


Ensead’s Swiss gambr 
Growing pains 
in Fontainebleau 

Page 12 

Business 
chiefs in UK 
urge early 
Yes on 
joining Emu 

By Kevin Brown and Robert Peston 
in London 

Many of the UK's biggest com- 
panies call on the government 
today to abandon its cautious 
approach In European economic 
and monetary union and to make 
a definite commitment to join 
soon afler the next election. 

A statement signed by 114 
senior UK business figures, 
including the chairmen and chief 
executives of 20 companies whose 
shares are in the FTSE mu stuck 
market index, says "Britain's 
best economic interest is likely to 
involve joining soon after Emil is 
established and the best policy 
for Britain is one based on the 
assumption that we will join". 

Published in today's Financial 
Times, it is the first time such :« 
wide cross-section of the British 
business community has made 
such an unambiguous demand 
for Tony Blair, the prime minis- 
ter. to commit to Emu. 

Signatories include the UK 
heads of some of the biggest 
inward investors in the country- 
including Bayer. Fiat, Vauxhall 
and Drc-sdner Kleinwort Benson. 

Those signing today's state- 
ment do so in a personal capac- 
ity. The) include Lord Tugend- 
hat, chairman of Abbey National, 
the bank, and John Robb, chair- 
man of British Energy. 

The European Movement, 
which paid for the advertisement 
from corporate donations, esti- 
mated the combined turnover of 
all companies listed was £200bn, 
equivalent to about 25 per cent of 
UK gross domestic product. The 
statement falls short of asking 
for a definite timing on UK mem- 
bership. "About half want a clear 
timetable, the rest want to wait." 
said Sir Bryan Nicholson, chair- 
man of healthcare group Bupa 
and organiser of the initiative. 

He said there was increasing 
concern in British industry that 
Tony Blair's Emu approach - 
that the UK would join if eco- 
nomic conditions are appropriate 
- is “too cautious". 

Yesterday Nick Brown, the 
agriculture secretary, said it was 
“the objective of the govern-, 
rnent's economic policy" to 
secure Emu membership. 

Santo's firm stance, Page 3 
Business leaders’ boost, Page 7 
Time for clarity, Page 16 
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Blazing speed, flexibility, and the ability 
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business environments with ease, are 
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Turks bar Italian defence groups 


By James BIHz in Rome 

Turkey said yesterday It 
would exclude Italian com- 
panies from defence tenders 
in retaliation for Italy’s 
refusal to extradite the 
Kurdish yuerrilla leader, 
Abdullah Genian, to Turkey. 

The Turkish defence min- 
ister. ismet Sezgin. was 
quoted by the Anatolian 
news agency as saying that 
his government would "re 
evaluate our relations with 
Italy in all areas of the econ- 
omy. not just the defence 

industry". 

The Finmeccanica coup’s 
Ayustu company was a 
likely candidate for a £J.5hn 
tender to build 145 attack 
helicopters for Turkey. 

This is tile most serious 
result so far of the tensions 
between the two countries 
over Mr Ocala n‘s arrival in 



Ocaian: Italy refuses to extradite 
the Kurdish guerrilla leader 

Italy on November 12 The 
Italian government has 
warned its citizens to avoid 
travelling to Turkey in the 
immediate future, amid fears 
that diplomatic tensions 


could escalate this week. 

Players with the Ju vent us 
soccer club threatened yes- 
terday to boycott an interna- 
tional match in Istanbul on 
Wednesday because they 
feared for their safety. 

After Rome s court of 
appeal rejected Turkey’s 
request for the extradition of 
Mr Ocaian. leader of the 
Kurdish Workers' party 
CPKKj, on Friday, the Italian 
foreign ministry advised Ital- 
ians to postpone journeys to 
Turkey “that are not strictly 
necessary' for business or 
persona] reasons". 

Turkey's prime minister. 
Mesut Yilmaz. reacted furi- 
ously to the court’s decision 
and to its ruling that Mr 
Ocaian should be set free 
provided be stays in the Ital- 
ian capital. 

Mr Yilmaz said on Satur- 
day night: "The whole world 


should know that if Italy 
persists in this disgrace. Tur- 
key will not leave it unan- 
swered." 

Mr Ocaian. regarded in 
Germany and the US as a 
leading terrorist who has 
often oppressed his own 
people, is now living at a 
secret address near Ostia on 
the outskirts of Rome. 

Last week, leading politi- 
cians close to the Italian gov- 
ernment expressed the hope 
that Mr Ocaian might get 
political asylum and live full 

time in Italy. But following 

pres lire from Turkey and the 
US. the government now 
appears keen to get him 
extradited to Germany, 
which has an arrest warrant 
out for him. or to another 
state. 

Massimo D'Alema, prime 
minister, insisted at the 
weekend: "It would be rea- 


sonable to expect an extradi- 
tion demand on the part of 
Germany." But the German 
justice ministry reiterated 
yesterday that it would not 
be rushing to file such a 
request. 

Nevertheless, hopes of an 
extradition to Germany were 
raised at the weekend when 
the German procurator-gen- 
eral filed a second arrest 
warrant for Mr Ocaian on a 
much broader range of crim- 
inal activities than the first 
one. 

This includes charges of 
instigating bomb attacks in 
November 1993 and the mur- 
der of members of his own 
organisation in the 1960s. 

The Ocaian affair is now 
certain to be at the centre of 
talks in Bonn on Friday 
between Mr D'Alema and 
Gerhard Schroder, the Ger- 
man chancellor. 


Spain still gets most EU regional aid 


By Michael Smith in Brussels 

Spain mJl remain by far the 
biggest beneficiary of Euro- 
pean Union regional aid 
even if its Cantabria region 
loses eligibility fur the main 
fund, as official figures tu be 
published this week suggest 
is likely. 

Ten Spanish rvjrions would 
?til) be elite hk* fur "Objec- 
tive One" hinds expected to 
be worth up to EcuHObn 
iSUxjbm for all countries 
between LHnw and 2006. 

That is four more than 
Italy and five mop.* than Ger- 
many. Spain is also likely to 
do Well m “Objective Two" 


funding for which unemploy- 
ment rates arc- one of the 
main eligibility criteria. 

Assuming governments 
hack the European Commis- 
sion's plans to give Objective 
One money only to regions 
which have less than 75 per 
cent of EU average gross 
domestic product. Belgium, 
the Netherlands and perhaps 
Ireland would lose all enti- 
tlement in this category. 

Under existing arrange- 
ments Belgium’s Hainaut 
region receives Objective 
One funding but the statis- 
tics to be published this 
week show that its average 
GDP for 1994/6. the likely 


period to be used by the 
Commission in assessing 
qualification, was SI per cent 
of the EU average. 

The Netherlands' Flevo- 
land. with 77 per cent, would 
also drop out. Ireland, con- 
sidered one region, would 
fail to quality- although it is 
pushing to be divided into 
two regions to allow one to 
meet the eligibility criteria. 

Denmark and Luxembourg 
have no Objective One 
regions. 

If France loses Corsica, 
with a GDP of SO per 
cent, and the arrondixse- 
menrs round Valenciennes, 
only its overseas de- 


partments would quality. 

Austria's position would 
not change. Its only Objec- 
tive One region, Burgenland. 
has a GDP at 71 per cent or 
the average. 

Spain's qualifying regions 
would be Andalucia (57 per 
cent). Asturia (73 per cent). 
Castilla y Leon, just under 
75. Castiila-ia-Mancha (66>. 
Ceuta y Mellila (71), Valen- 
cia (74). Extremadura (55). 
Galicia (62) and Murcia (68). 
The Canary Islands would 
also be eligible. 

Several areas in Sweden 
and Finland would qualify 
because of low population 
densities. 


Italy would have Basili- 
cata (68 per cent). Calabria 
159). Campania <56), Puglia 
(71). Sardinia (74» and Sicily 
(66) as qualifiers. 

Germany would have 
Sachsen (63 per cent). Thu- 
ringia (6D>. Saxony-Anhalt 
(61). Mecklenburg (61) and 
Brandenburg (66). 

The UK would have Mer- 
seyside (73 per cent). South 
Yorkshire (74). Cornwall (70) 
and West Wales (71). 

All of Greece would proba- 
bly be eligible for funds, 
although Notio Aigaio is 
around the 75 per cent level. 
All of Portugal except Lis- 
bon would qualify. 


Politicians 

in Russia 

condemn 

liberal 

MP’s 

murder 

By John Thomhffi kt Moscow 

Russian politicians have 
expressed outrage at the 
assassination of Galina Sta- 
rovoliova, one of the coun- 
try's most outspoken liberal 
MPs. hailed as a “passionate 
tribune of democracy" by 
President Boris Yeltsin. 

Mrs Starovoitova was shot 
dead in the entrance hall to 
her St Petersburg home late 
on Friday night in wbat her 
colleagues claimed was an 
overtly political killing. Her 
assistant was also seriously 
wounded In the attack. 

“The shots that cut short 
her life have wounded every 
Russian for whom demo- 
cratic ideas are dear. This 
impertinent challenge Is 
directed at the whole of our 
society.” Mr Yeltsin said. 

The 52- year-old MP was 
one of the most prominent 
opponents of the hardline 
Communist coup of August 
1991 and a vehement sup- 
porter of Mr Yeltsin - until 
the start of the Chechen war. 
More recently, she had con- 
demned hardline national- 
ists and campaigned to cen 
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Gafina Starovoitova: murder 
seen as political 

sure General Albert Maka- 
shov. a Communist MP, for 
making anti-Semitic state- 
ments. 

The liberal Democratic 
Choice of Russia party, of 
which Mrs Starovoitova was 
a leading member, said it 
feared the murder was con- 
nected with forthcoming 
local elections in St Peters- 
burg. "The fete of democracy 
in Russia is under threat. 
The forces of reaction and 
revanche in Russia have 
transgressed the boundaries 
of the permissible.” it said in 
a statement 

Anatoly Chubais, a former 
senior minister and fellow 
liberal from St Petersburg, 
said there could be abso- 
lutely no doubt that the 
murder was political. “Who 
did Galina Starovoitova hin- 
der? The answer is simple: 
Communists and bandits. 
Sbe stood in the way of both 
categories of people.” he 
said. 

The Communist party 
denounced Mrs Starovoito- 
va’s murder and angrily 
rejected suggestions it was 
in any way connected to the 
attack. “It is very dangerous 
to speculate about the possi- 
ble motives of the crime," 
said Victor Ilyukhin, a 
senior Communist MP. “It is 
even more dangerous to try 
to blame the Communist 
party for this simply because 
Starovoitova fought it." 

However. Mr Chubais said 
General Makashov's anti-Se- 
mitic comments - which 
were only belatedly dis- 
owned by the Communist 
party - bad helped create 
the climate Tor political 
assassinations. 


NEWS DIGEST 

AIRCRAFT ORDERS 

Airbus wins $1.8bn order 
from Argentine airline 

Airbus Industrie, the European consortium, 

another success against Boeing of the US by winning a 

$1 .8bn order from Aerolineas Argentines. 

The order for 12 wide- bodied A340 aircraft follows Air- 
bus’s success earlier this year in selling up to U9 nanow- 
bodied jets to LanChile. the Chilean flag earner. TAM of 
Brazil and Taca, a group of five Central American airlines. 

Aerolineas Argentina s. which already operates Older Air- 
bus aircraft, will buy six long-range A340-600s. four A340- 
200s and two A3 40- 300s. It will use the aircraft to fly from 
Buenos Aires to Auckland. New Zealand, and to improve 
services to Paris and Rome. Michael Skapinker. London 

CHINESE PRESIDENTS RUSSIAN VISIT 

Jiang seeks to bolster ties 

Jiang Zemin, China’s president, yesterday began a three- 
day visit to Russia to boost rapidly improving political and 
economic relations between the two giant neighbours. 

Mr Jiang will hold an Informal summit meeting with Pres- 
ident Boris Yeltsin and is also expected to consult Yev- 
geny Primakov, the Russian prime minister, who is 
increasingly taking on the functions and appearance of a 
vice-president 

Russia has been keen to develop closer trade ties with 
China and forge a stronger diplomatic alliance to counter 
the hegemony of the US, 

The two countries have previously pledged to increase 
bilateral trade to S20bn a year by 2000 - although these 
plans have been set back by Russia’s deepening eco- 
nomic crisis. John Thornhill, Moscow 

MALAYSIAN CENTRAL BANK MOVE 

Boost for credit card holders 

Bank Negara, the Malaysian central bank, reduced the 
minimum monthly payment on credit cards from 15 per 
cent to 5 per cent of the outstanding balance as part of 
efforts to revive the economy. The move, which the bank 
said was designed “to ease the cash flow burden of credit 
card holders", puts further pressure on lending institutions 
which have already been given lending targets. Bankers 
say Bank Negara has ordered them to provide loan growth 
of 8 per cent this year. Annual loan growth stood at 4 per 
cent at the end of October. While some of the biggest 
banks have their pick of the most creditworthy borrowers, 
bankers say many others are overwhelmed by bad loans 
and, therefore, cannot risk reducing their standards simply 
to meet the target The authorities insist the banks have 
sufficient funds but are being too conservative. 

They revised the classification of non-performing loans 
to those in default for six months, instead of the interna- 
tionally recognised standard of three months, in hopes of 
convincing banks they are not in as much trouble as econ- 
omists say. Sftetfa McNulty, Kuala Lumpur 

SYRIAN GAS CONTRACT 

Elf, Conoco win $400m deal 

The Syrian Petroleum Company (SPC) has signed a $400m 
contract with Bf Aquitaine of Prance and Conoco of the 
US to build a gas plant and other facilities. The contract 
will be Conoco's first in Syria. The cost of the project, 
which includes the construction of a gas-gathering system 
and a pipeline network, was not disclosed, but oil industry 
sources have put a $40Qm price tag on it. 

Syrian officials said the project would gather gas from 
the Dayr Azzawr area north-east of Damascus and transfer 
it to the gas treatment plant, which will pump the clean 
gas into Syria's gas network through a 250km pipeline. 
Reuter, Damascus 

IRISH PM 

Party image clean-up sought 

Bertie Ahem, the Irish prime minister, urged his Fianna Fail 
party at its weekend annual convention to clean up its 
image, just as new revelations emerged in the inquiry into 
the private finances of his predecessor. Charles Haughey. 

Mr Ahem pledged greater scrutiny of the financial affairs 
of politicians, amid signs that two government-appointed 
investigations into offshore tax evasion and planning irreg- 
ularities are starting to make progress. 

With Fianna Fail personalities the main targets of both 
investigations, Mr Ahem is anxious to distance himself 
from any damaging findings. John Murray Brown, Dublin 

FBI REPORT 


US crime at 23-year low 

The US crime rate kept falling in 1097, hitting the lowest 
level in 23 years as police reported fewer murders and 
robberies, the FBI said yesterday, it said in a 420-page 
report detailing final US crime statistics for 1997 that there 
were nearly 13.2m serious offences last year, marking the 
sixth straight year the number of crimes has gone down. 

Murders and robberies showed the steepest falls, each 
dropping 7 per cert in 1997 from 1996. 

Reuters, Washington 


Austrian’s death 
raises questions 


By Eric Frey in Vienna 

The mysterious death of the 
Austrian businessman Hugo 
Michael Sekyra has raised 
questions about his involve- 
ment with the Czech chemi- 
cals and armaments group 
that manufactures the noto- 
rious explosive Semtex. 

Mr Sekyra, former chair- 
man of the agency running 
Austria's state-owned indus- 
tries. was found shot in the 
mouth by a rifle In bis 
Vienna apartment on Friday, 
a day after he bad been defi- 
nitely toppled as chairman 
of Chemapol, after a power 
struggle with its majority 
owner, Vaclav Junek. 

Police said there was no 
sign of outside force and 
suggested Mr Sekyra killed 
himself because of financial 


difficulties with a frozen 
food company he owned. 

The Czech media said Mr 
Sekyra told journalists two 
months ago they should not 
believe reports of suicide if 
something happened to him 
Mr Sekyra pointed to several 
mysterious deaths among 
Chemapol's managers. 

A Tew weeks ago. Mr Sek- 
yra accused Mr Junek and 
other Chemapol managers of 
having illegally withdrawn 
large sums of money from 
the company and tried to 
gain control of the group. Mr 
Sekyra took over Austria's 
troubled state-owned indus- 
tries in 1386 but the financial 
collapse of the al umi nium 
group AMAG dashed his 
hopes of building a profit- 
able conglomerate and he 
resigned in 1993. 
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STABILITY AND GROWTH COMMISSION PRESIDENT WARNS AGAINST GIVING IMPRESSION THAT EURO-ZONE WANTS TO ABANDON ATTACHMENT TO SOUND POLICIES 


Santer maintains firm stance on EU deficits 


By Martin Wtif to Berth 

Jacques Santer. president erf 
the European Commission, 
has dismissed calls to 
the EU’s stability and 
growth pact, under which 
the fiscal deficits of pa r*^ - 
panls in the euro-zone are to 
be restricted. 

The pact “was not con* 
ceived only for periods of 
good weather”, he told a con- 
ference in Berlin at the 
weekend. "Anybody who has 
read tt knows it is flexible 
enough to take account of 
our present economic situa- 
tion." 

Mr Santer told the gather- 
ing, sponsored by the Her- 
bert Quandt Foundation and 
Financial Times, that the 
European Union must not 
give the impression that it 
wished to abandon its 
attachment to sound eco- 
nomic and flnaraial policies. 

“I would consider to 
be economically unfounded 
and politically imprudent," 
he said. 

To those who argued that 


the pact should be adjusted 
to allow for greater public 
Investment, he replied that 
it was possible to restructur e 
public budgets, in order to 
generate growth employ- 
ment, without needing to 
raise budget defi c it s 
Mr Santer reacted with 
equal caution to naiic for 




^ . \ FTVHerbart Quandt 

% - -p Foundation 
co nf erenc e 


greater stability in foreign 
exchange markets, notably 
from Oskar Lafbntaine, Ger- 
many’s new finanra minis- 
ter. He pointed to experience 
with fixed rates in south-east 
Asia and the . European 
exchange rate mechanism. 
“A sound economic, finan- 
cial and monetary policy is, 
in all probability, the best 
way to limit currency insta- 
bility." 

While the EU’s 
stability was important, it 
was not enough, admitted 


Mr Santer. The EU also had 
“to take on the global 
responsibility that corre- 
sponds to its economic size". 
To achieve this It had to 
speak with one voice. “I 
hope", he said, "that we can 
take a step in this direction 
at the European Council in 
Vienna in three weeks.” 

The EU provided 80 per 
cent of the help received by 
the successor states of the 
Soviet Union and three-quar- 
ters of the help given to the 
Palestinians. But, he asked, 
where was the EU’s political 
presence? 

Mr Santer said that when 
the Asian crisis broke, sev- 
eral heads of state in the 
region asked hfav. "Where is 
Europe?" Europe had been 
present economically, but 
not politically. "Mean-spir- 
ited people in one European 
capital or another cry: This 
does not fall within Commu- 
nity competence’.” But, he 
argued, thin had nothing to 
do with competence. Tt has 
simply to do with effi- 
ciency." 





Jacques Sentr: ataUtty pact *not eoncaived only for periods of good w ather 1 


Reuters 


The Commission president 
also discussed ways of reduc- 
ing financial instability, 
focusing on the need for 
greater transparency, 
improved multilateral sur- 


veillance and reform of 
international flwanHai mar- 
kets. 

A global financial market 
needed global rules, he said. 
"These we still lack, and we 


must change this in the com- 
ing months and years." 

Among other things, it 
might he necessary to distin- 
guish between short- and 
long-term capital flows. 


Earlier in the forum dis- 
cussions, Leszek Balcerow- 
Jcs, the Polish deputy prime 
minister and finance minis- 
ter and a participant in the 
forum, called on the EU to 
respond to efforts by Poland 
and other applicant coun- 
tries to meet its require- 
ments by speeding their 
membership. The case for 
enlargement rested on a 
rational calculation of 
advantage by EU members. 

Mr Santer said tho coun- 
tries of central and eastern 
Europe “had achieved enor- 
mous things In recent years" 
and the continent now had 
the opportunity to overcome 
its historic divisions. He 
pointed out that accession 
negotiations had begun with 
six candidates. But enlarge- 
ment would he costly, both 
for the EU and the candi- 
dates. 

Mr Balcerowicz replied 
that far too much emphasis 
was being placed on costs, 
rather than opportunities. 
Enlargement was not a zero- 
sum game, he said. 


INTERNATIONAL CAPITAL MAR KE TS NEW FINANCIAL ARCHITECTURE UNNECE SSARY, SAYS BU NDES BANK CHIEF 

Tietmeyer signals greater supervision 


China ‘must speed 
domestic reform 5 




By PHtip Stephens in Barita 

An early initiative by the 
leading industrial nations to 
tighten supervision of inter- 
national capital markets was 
signalled by Hans Tiet- 
meyer, the Bundesbank pres- 
ident 

But Mr Tietmeyer, who is 
heading a study by central 
banks to improve regulatory 
oversight, flatly rejected sug- 
gestions that the recent cri- 
sis in the global system 
required a new international 
financial architecture. 

Mr Tietmeyer told the 
forum he would put his pro- 
posals to the Group of Seven 
finance ministers “within 
weeks". 

The measures would focus 
on promoting greater co-or- 
dination among different 
supervisory bodies in each of 
the biggest economies, and 
enhancing the role of the 
International Monetary 



Hans Tietmeyer: proposals to 07 ‘within weeks 1 
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Fund and World Bank. 
Warning of the risks posed 
by the present fragmented 
supervision, he added that 
national banking, securities 
and insurance regulators 
would be expected to work 
closely together. 

In parallel, the IMF should 


intensify Its Article IV sur- 
veillance of debtor countries 
and promote g reat e r disclo- 
sure of the results of such 
exercises. 

In comments echoed by 
other central bankers at the 
forum, Mr Tietmeyer said 
that the bail-out of 


Long-Term Capital Manage- 
ment, the US hedge fund, 
had also pointed to the need 
for greater transparency In 
the operations both of the 
funds and of the banks 
which provided their 
finance. 

Mervyn King, deputy gov- 
ernor of the Bank of 
En gland , said hanks which 
provided finance for hedge 
funds which declined to dis- 
close their market positions 
should be asked to meet 
higher capital requirements 
than those banks investing 
in more transparent institu- 
tions. 

In a reference to calls by 
several governments - 
including Germany’s SDP- 
Green coalition - for more 
fundamental reforms of the 
financial system, Mr Tiet- 
meyer dismissed the “buzz- 
words and big statements" 
about a new financial archi- 
tecture. He also poured 


scorn on the idea of target 
zones to create more stabil- 
ity between the exchange 
rates of the dollar, euro and 
yen. 

Mr King, however, 
appeared to signal the Bank 
of England's concern that 
tighter supervision, while 
essential, might be insuffi- 
cient in itself to avoid a 
repeat of the capital market 
upheavals which have 
severely damaged many 
emerging economies. 

He said the regular pattern 
erf crises since the be ginning 
of the 1380s had been “too 
frequent to be sustainable". 
Many nations might begin to 
conclude that the price of 
inclusion in the global sys- 
tem was now too high. 

Such crises called for new 
initiatives to reduce the 
dependence of developing 
countries on short-term 
bank loans and to encourage 
B Shift to debt Wwanpp 


By Pinup Stephens 


The lesson drawn by the 
Beijing government from the 
recent crisis on international 
markets is that it must 
speed its domestic reforms, a 
Chinese policymaker told 
the forum. 

The creation of robust 
financial institutions, how- 
ever, would take time and 
China would have to pace 
carefully the shift to a more 
liberal capital regime. 

Gang Fan, director of the 
National Economic Research 
Institute, said C hina had sig- 
nificantly more serious prob- 
lems in Its hanking, finan- 
cial and industrial sectors 
than those which had led to 
the crisis in South Korea. 
Until it reformed those insti- 
tutions, China would have to 
weigh carefully the risks of 
opening up its economy. 

Mr Fan said access to over- 
seas finance had been used 


by some enterprises to con- 
ceal their domestic weak- 
nesses. He cited in particular 
heavy borrowing from Hong 
Kong by companies on Chi- 
na's southern coast 

The country also faced the 
dilemmas of severe overheat- 
ing and an asset price "bub- 
ble" alongside what be 
called a “serious problem" in 
the banking sector, though It 
expected to he able to hold 
ltl fixed awhawgw rate for 
another year. 

The key to China's inclu- 
sion In the international 
financial system would be a 
proper “sequencing" of 
domestic reform and capital 
market liberalisation. 

He called for understand- 
ing of countries such as Mal- 
aysia which had been 
obliged by the crisis In inter- 
national markets to take a 
step back from liberalisation 
and to re-impose capital con- 
trols. 


French 

seek 

tighter 

financial 

regulation 

By Robert (kahsm h Parts and 
Emma Tucker In Brussels 


The French government will 
today set out its proposals 
for helping create a slngk- 
EU market in financial ser- 
vices that put the emphasis 
on tight regulation. 

The French Idea is cau- 
tiously worded tu avoid an 
open conflict with plans 
unveiled last month by 
Mariu Monti, the EU finnn 
cial services commissioner. 
But under the guise of seek- 
ing greater protection fnr the 
consumer, the French pro- 
posals could be seen as a 
break with the kind of 
deregulation that ls sought 
by Anglo-Saxon financial 
institutions ami fuvumvd by 
Mr Monti. 

The French plan, which 
wifi be presented at the 
finance ministers' meeting 
in Brussels, reflects the 
belief that investors in 
highly deregulated markets 
arc poorly protected ami 
that such protection 
becomes even more impor- 
tant once transaction* cross 
national frontiers with a sin- 
gle currency. 

Thus the memorandum 
argues that insufficient 
attention lias been paid to 
the legal aspects of deregu- 
lation. The French want to 
clarify how consumers can 
be protected in cross-frontier 
transactions. They also 
tackle the problem of where 
consumers dissatisfied with 
a service bought from 
another member state 
should seek redress. 

The Commission would 
like the laws of tho country 
from which a product is sold 
to apply to the providers. 
But this would prerent con- 
sumers taking legal action in 
their own country. The 
French suggest ombudsmen 
as a potential solution. 

The French paper comes 
in response to am action plan 
presented last month by the 
European Commission, and 
proposes several improve- 
ments. 
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Amazing but true 
- where there’s a well-known 
name on the outside, you can be sure 
there's a well-known name on the inside. 
Bayer, wherever you look: in the seats, the steer- 
ing-wheel, the headlights, the tyres, in the bodywork, 
the engine and the interior. In fact, you’ll find our high-tech 
plastics, polyurethanes, rubber and paint raw materials in all 
parts of the car. What's more, our materials come with ideas for 
tomorrow’s cars built-in. For greater comfort, enhanced safety and 
a cleaner environment - plus/ of course, attractive design. After all, 
turning heads is part of the din of driving. If you'd like to know why Bayer 
is the driving force behind the car 
of the future, write to Bayer AG, 

Corporate Communications (Cl), 

51368 Leverkusen, Germany, or visit 
our web site at http://www.bayer.com EXPERTISE WITH RESPONSIBILITY 
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ASIA-PACIFIC 


Clinton calls for chaebol reform 


By John Burton in Seoul 


Sill Clinton. US president. 
added his voice to a '.motvin;: 
chorus demanding the 
restructuring of South 
Korea's big conglomerates, 
or chaebol. during his week- 
end trip io Seoul. 

In a pointed criticism of 
the slow pace of ci/aebo! 
reform. Mr Clinton fold a 
televised news conference it 
was "very important dial all 
segments of this society, 
including ail the conglomer- 
ates. play then* part" in the 
nation's cconnmu reform 
efforts. 

One senior US official 

described the lop five chae- 


bol as "the most serious 
remaining problem in the 
South Korean economy". 
because they accounted for 
lit per cent of gross domestic 
product. 

The sprawling chaebol 
empires have been blamed 
for Korea’s economic crisis 
because of their over-expan- 
sion. which has resulted in 
excess production capacity 
and large debts that almost 
caus-ed the collapse of the 
banking system. 

But some Korean partici- 
pants at an economic round- 
uablc with Mr Clinton said 
he was too critical of chaebol 
reform efforts and asked for 
a mure balanced judgment 


nn the speed of corporate 
restructuring. Park Yang-ho, 
chairman of the Doosnn 
group. S3id chaebol reform 
could take at least three 
years to complete, based on 
the experience of his busi 
ness group, which has been 
cited as a model of Korean 
corporate restructuring, 
including the sale of assets 
to foreign investors. “The 
government is saying that 
we nave to hurry and we 
have to be more quick in res- 
tructuring. But from my per- 
sonal experience. I think it 

will take tune '. 

"From my point of view, 
my impatience on the 
restructuring of the big five 


(chaebol], I would say it 
should take time and we 
should be patient. But they 
should begin," replied Mr 
Clinton as he pointed his fin- 
ger in emphasis. “That's 
what we're interested in. are 
they going to begin?” 

US officials have been dis- 
satisfied with the chaebol 
since earlier this year when 
Robert Rubin. US treasury 
secretary'- met chaebol lead- 
ers. The encounter con- 
vinced Mr Rubin that the 
chaebol were the biggest 
obstacle to economic reforms 
in Korea. 

Aside from the chaebol 
issue, Mr Clinton was gen- 
erally supportive of the eco- 


nomic reforms under Kim 
Dae-juag. Korean president. 

“We admire the tough 
choices Korea has taken,” he 
said. "It is encouraging that 
interest rates have fallen 
and the currency has stabi- 
lised." But he warned Korea 
about a surge in steel and 
semiconductor exports to the 
US and requested Mr Kim 
“to make sure we have spe- 
cial care to prevent unfair 

trade practices or subsidisa- 
tion" for these products. US 
steelmakers have com- 
plained about cheap steel 
imports from South Korea, 
Japan and Russia. 


Chaebol reform, Page 17 


MALAYSIAN DISSENT GOVERNMENT HOPES ‘OUTPOURING OF FEELINGS’ MEASURE WILL END STREET UNREST 


Lumpur 



By Sheila McNulty 
in Kuala Lumpur 


Malaysia i> Lug mg to v nd 
months of im proved i.-n toil 
.si rod prut v>L> :rj.un>l l Ili- 
ad ministration ni Mahathir 
Mohamad, pnuu.- minister, 
by giving i is more than ‘jun 
people a forum I h rout'll 
which ihoy •mii itUicic l . the 
government. 

Control uVi.t the media 
and laws .igainsi more than 
five people fathering with- 
out a jiermit have kepi a lid 
on many critics, preveiuimt 
them from cxpir-bing them- 
solves during Dr Mahathir's 
17 year rule. 

Mohamed ftahnuil. uiUir- 
matiuii minister. sjuI the 
“Out pnu ring of Feeling**" 
nationwide campaign will 
begin tins week, when honks 
will he set up in public 
places, such as *h tipping 
malls, for people to write 
what they choose. 

"It is a wav m which the 
government can ascertain 
how far ihr people are sup- 
porting its actions and mea- 
sures taken in addressing 
the country's problems." Mr 


KuhiiiJt said. “The purpose 
is io gel n true picture.” 

Anii-guveriiment protests 
by lens of thousands spilled 
in in the streets in Septem- 
ber. when Dr Mahathir 
sacked his deputy and heir 
apparent. Anwar Ibrahim, 
for allegedly having "low- 
morals ". Mr Anwar launched 
a reformat, or reform, mot e- 
moni and was arrested and 
detaiiu-il for nine days before 
emerging with a black eye. 
He is now being tried or. 10 
charges of sodomy and cor- 
ruption. which he insists are 
part of u conspiracy to pun- 
ish him for becoming Dr 
Mahathir's political rival. 

The authorities haw used 
beatings, chemical-laced 
water, tear gas and arrests 
to end the street demonstra- 
tions. But although Lhe pro- 
tests now usually only num- 
ber in the hundreds, they 
haw persisted. 

At the weekend, about Juu 
Malaysians demonstrating 
after ev ening prayers for jus- 
tice for Mr .Anwar and the 
resignation of Dr Mahathir 
were once more dispersed 
with chemical-laced water 



A support ot Anwar Ibrahim shouting anti-government slogans in Kuala Lumpin' last week 


Reuters 


and police w ielding canes. 

The cause has been weak- 
ened b\ a resurgence of 
nationalism after A1 Gore. 
US vice-president, lent sup- 
port to the n:fortt:asi move- 
ment duriDg a gathering of 
Asia-Pacific leaders last 
week. Dr Mahathir's efforts 
tn build up Malaysian patrio- 
tism over the years have led 
many Malaysians to resent 


interference in their affairs 
bv outsiders, particularly by 
the US. 

Local newspapers have 
been filled with outrage 
against Mr Gore's remarks 
and the way he made them, 
without first meeting Dr 
Mahathir privately and then 
refusing to join him for din- 
ner. Individuals have stood 
on the streets handing out 


Malaysian flags as well as 
bumper stickers saying: 
“Raise the Flag". 

“US Vice-President A1 
Gore's statement backing 
the reformosi movement 
shows there is a foreign con- 
spiracy interfering in our 
domestic affairs and foreign 
elements are backing the 
movement.” Mr Mohamed 
said. 


Karachi military 
courts face challenge 


By Farfcan Bokhari in Islamabad 


The Muttahida Qaunii 
Movement fMQM), the main 
political party in Pakistan's 
troubled port city of Kara- 
chi. is this week expected to 
challenge the introduction of 
military courts in the city. 
The MQM's legal approach 
to the Supreme Court fol- 
lows the weekend arrest of 
two of its legislators on 
charges of possessing illegal 
weapons. 

Shoaib Bukhari and Wakil 
Jamall could be the first pol- 
iticians to be tried by the 

military courts, and it is the 

first time in recent memory 
that a civilian government 
has assigned the military to 
conduct trials. 

This has been denounced 
by some opposition politi- 
cians as a “mini martial 
law”, although the govern- 
ment says it is a necessary 
step to halt growing unrest. 

The MQM hopes the 
Supreme Court will overturn 
the introduction of the mili- 


tary courts and revert back 
to a civil judicial systein- 
The courts, which are expec- 
ted to begin functioning this 
week, are bound to give ver- 
dicts within 72 hours. Those 
convicted will be allowed 
only one appeal to a higher 
military court but w\U have 
no recourse to appeal in a 
civilian court. 

At least 900 people are 
believed to have been killed 
this year in gun battles 
between rival groups in the 
city. Nawaz Sharif, prime 
minister, has defended the 
military courts as necessary 
in order “to protect lives of 
the people” and “iu the 
larger interest of the city 
and the country". 

Mr Sharif's Pakistan Mos- 
lem League ( PML) last 
month broke a ruling alli- 
ance with the MQM in the 
southern province of Sindh, 
of which Karachi is the capi- 
tal. The break came over the 
government's allegations 
that gunmen responsible for 
the recent killing of a former 


provincial governor were 
members of the MQM. The 
movement has denied rbe 
charge. Mr Sharif then 
imposed direct federal rule 
in Sindb. suspending the 
provincial legislature and 
transferring all administra- 
tive powers to the provincial 
governor appointed by bis 
government. 

Meanwhile, the MQM has 
appealed to all opposition 
parties to unite in resisting 
the government's recent 
measures. Altaf Hussain, the 
movement's leader, based in 
exile in London, said on Sat- 
urday: “We are prepared to 
work with all political par- 
ties on a one-point agenda of 
resisting the government." 
In a telephone interview. Mr 
Hussain warned that the 
military courts would only 
aggravate the situation by 
“increasing a sense of depri- 
vation among the popula- 
tion". 

Human rights activists say 
that the military courts set a 
dangerous precedent. 


Hong Kong property 
market gets boost 


By Louise Lucas in Bong Kong 


Hong Kong’s ailing property 
sector received a boost at the 
weekend when more than 
1.000 buyers purchased Oats 
at a prime development sale 
and speculators reappeared 
after being largely absent for 
most of the year. 

The property sale was the 
first since last week's 25 
basis point cut in interest 
rates, which lowered the 
best lending rate to 9.5 per 
cent The sale also coincided 
with noticeable changes in 
sentiment regarding the 
economy. Although the 
majority of economic indica- 
tors paint a gloomy outlook 
and forecast the economy 
will contract 5 per cent this 
year, general sentiment has 
improved, helped by lower 
interbank interest rates 
since the government 
launched a massive defence 


of the Hong Kong dollar in 
August. 

Take-up levels at property 
developments are good indi- 
cators for the government, 
which froze land sales in 
June and must now decide 
whether to recommence 
sales in March next year. 
Tbe government is under 
pressure to do so even ear- 
lier from some politicians, 
who argue that if land sales 
are banned now, the terri- 
tory will have a dearth of 
homes in one or two years' 
time, when developments 
will be completed. 

However, tbe property 
developers - especially those 
with the large land banks - 
are less keen to see a speedy 
resumption of land sales. 
The government says it is 
still monitoring the situa- 
tion. 

Despite tbe 85 per cent 
take up rate at the weekend 


pre-sale of flats (the units -j 
will not be completed until ^ 
the year 2000). many ana- ■* 
lysts believe the property 
market is not ready to turn 
around, despite a virtual j 

halving in prices since the < 

peak of last year. The devel- j 

opment sits on top of one of ^ 

the airport railway stations, i 

giving it a prime location. '* 

Tony Darnell, property c 

analyst at Nomura Securi- 1 

ties in Hong Kong, is fore- } 

casting a further decline of J 

20 to 25 per cent as supply $ 

rises and price wars between £ 

developers results in more £ 

mark-downs. 

Investors have recently 
been buying property devel- .*» 

opers' stocks on the asswnp- *' 

tion that the market has bot- 4 

tomed out - share prices in ... * 
the sector have been at tbe £ 

forefront of the past two • >j 
months' 30 per cent gain on i * 
the stock market. j 
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China will not devalue its 
currency in 1999 and the 
country is on course to meet 
its ambitious 8 per cent 
growth target this year. Zhu 
Rongji, prime minister, was 
quoted as saying at the 
weekend. 

The Chinese leadership 
has repeatedly pledged to 
hold the currency steady in 
tbe interests of Asian finan- 
cial stability and the devel- 
opment of China’s economy. 
But Mr Zhu's explicit no-de- 
valuation pledge for next 
year is likely to bolster confi- 
dence in the currency, com- 
ing in the wake of recent 
comments from other senior 
Chinese officials who fell 


short of making a firm com- 
mitment for 1999. “China 
will not devalue its currency 
in 1999.” the official China 
Daily quoted Mr Zhu saying. 

The Chinese prime minis- 
ter also offered a confident 


economic growth this year, 
despite tbe Asian financial 
turmoil and this summer's 
unprecedented floods.” Mr 
Zhu said. 

He added that China's 
economy in 1999 was expec- 


‘China expects to meet its planned 
target of 8 per cent growth this year* 


outlook on the economy. 
underlining the political 
importance Beijing attaches 
to the growth target that the 
leadership promised to 
achieve at the outset of the 
year. 

“China expects to meet its 
planned target of 8 per cent 


ted to grow at about the 
same rate as this year, 
according to the report. 

Official figures show Chi- 
na’s gross domestic product 
grew 7.2 per cent in the first 
nine months of this year. 
Exports fell 17.3 per cent 
year-on-year, in October, the 


third straight month of nega- 
tive growth. However, In a 
telling report in the China 
Securities newspaper, inves- 
tors were warned not to be 
too optimistic about corpo- 
rate earnings as the slowing 
economy could hit the 
results of listed companies 
this year. 

“Our country's economic 
growth is slowing this year 
and a recovery is still at its 
initial stage." the official 
newspaper said. “This has 
exerted a negative impact on 
most enterprises." 

In a separate signal of con- 
fidence, it was also reported 
that the next batch of main- 
land Chinese companies was 
preparing to list on the Hong 
Kong stock exchange. 


m 


Looking at the lessons from 
Asia’s economic downturn 


By Christopher Parties 
in Berkeley, California 


Infected by the bugs in 
Asia 1.0. the world economic 
system had suffered a near- 
crash. The logical thing to 
do now was to instal Asia 2.0, 
boot up, and move on. 

Speaking the techie-talk of 
the Java culture. Eric 
Schmidt, chairman of tbe 
Novell software group, 
struck a chord among 
almost 300 next -gene rat ion 
US executives assembled for 

a teach- in at the University 

of California. Berkeley, last 
Friday. 

It was a gratifying 
moment for Laura Tyson, 
dean of the Haas business 
school and former chief eco- 
nomic adviser to President 
Bill Clinton, who organised 
the revivalist event, sus- 
pending classes for an after- 
noon devoted to the global 
financial crisis. 

“All our students will go 
to companies which will aU 
at some time be affected in 
some way by similar unpre- 
dicted and unpredictable 
events” she said. 

“Internationalising the 
curriculum is a big issue for 
business schools. AH are try- 
ing to do it and none are 
doing it as well as they'd 
like." 


Tbe audience sat rapt, wan 
shadows of the ravers from 
the activist heyday of the 
University of California's 
famous hotbed of libe ralism 

The outrage and revolt 
which characterised the 
teach-ins of tbe 1960s were 
absent. Instead there was 
scepticism and scorn - 
admittedly evident only 
among the mainly middle- 
aged crew manning the 
podium - tempered with 
faint echoes of the human 
rights issues which once pre- 
dominated. 

Peter Taraoff, former US 
under secretary for political 
affairs, plucked at the stu- 
dents’ heartstrings in emo- 
tive tones reminiscent of 
teach-ins past The suffering 
had been enormous. More 

than 50m Asians had fallen 
below the poverty line In the 
last 15 months. In September 
alone. 250J*» Thai students 
had been unable to go to 
school because their parents 
needed them to work, said 
Mr Tamoff. 

But as for Asia2.0, tbe soft- 
ware was nowhere near 
ready. While there was con- 
sensus on economic reform, 
there was none on the need 
for political change exposed 
by events since the s umme r 
of 1997. 

They had revealed dire 


misconceptions in the indus- 
trialised world about “Asian 
sensibilities", be said. 

The west believed wrongly 
that as long as their eco- 
nomic situation was satisfac- 
tory. Aslan people were not 
concerned about their politi- 
cal plight. 

“I am concerned that there 
can’t be economic reform in 
a political vacuum," said Mr 
TaniofT. 

But the techies were to 
dominate the debate. “Hey. 
this ts Berkeley, man." said 
one student. “We’re going to 
The Valley, not Washing- 
ton." 

Mr Schmidt, former chief 
technical officer at Sun 
Microsystems, was just back 
from Asia with observations 
more in tune with the preoc- 
cupations of the audience. 

Struck hy the "foolish- 
ness” of the western banks 
which inflated the bubble, 
he queried the common wis- 
dom that Asia will be on the 
up again before 2000. Anyone 
asked to name a number 
between one and 10 would 
always pick seven, he said, 
and no-oue knew why. 
“Everyone says the Asian 
recovery will come in Iff to 
18 months for the same rea- 
son." be sald. 

His observations of the 
recovery process had left 


him equally mystified. Could 
it be Japan believed depres- 
sion was the necessary pre- 
cursor of redemption? 

Regis McKenna, doyen of 
Silicon Valley consultants, 
also found Asian systems 
still resisting change. 

On the one hand this resis- 
tance would allow the US to 
extend its technological lead 
over the rest or the world. 
On the other, it would lead 
to increased trade conflicts 
as Asia reacted, he said. 

Unaware of President Bill 

Clinton's warning on Friday 

of a protectionist backlash If 
Japan did not “play fair " in 
international trade, he said 
Asian companies saw salva- 
tion in US and Europe mar , 
kets. 

They were looking to the 
US for ways to innovate 
their way out of difficulties 
and to the west In general 
for safer, less volatile mar - 
kets than their own. 

Mr McKenna, claiming 
experience of six recessions 
and downturns since 1963, 
said almost every occurrence 
had been accompanied by 
predictions of Silicon Val- 
ley's imminent failure. 

In ™y experience, the 
only people who have done a 
good job of prediction are 
xclenoe fiction writers: they 
use their imagination." 
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MILLENNIUM BOMB COMPUTER FAILURES COULD CAUSE FAR-REACHING PROBLEMS FOR US COMPANIES 


Leading groups list Year 2000 risks 


By Richard Waters in New York 

Thu Year 11000 computer 
problem could cause 
far-reaching problems for US 
companies, from shutting 
doivn oil wells to forcimr 
microprocessor plants to 
close, accordin'-! t" disclo- 
sures made in recent days. 

The warnin'-':?, contained 
in reports filed with the 
Securities and Exchange 
Commission, amount tu the 
most detailed picture yet or 
the possible extent of the 
so-called Y-K problt-ra. or 


millennium bomb, whereby 
computers risk failing at the 
end of next year. Concerned 
liwt US companies were not 
telling their shareholders 
enough about the risks, and 
what they were doing to put 
things right, the SEC 
recently leant on companies 
to disclose far more in their 
regular quarterly filings. 

Chevron, the oil company, 
said that any problems it 
faced "will most likely be 
localised”. However, it added 
that it could not tell whether 
it would suffer "significant 


business interruptions'', 
including the shutdown of 
ail its oii and gas production. 

Intel, the chip maker, said 
it could not "identify or 
avoid all the possible scenar- 
ios ” of things going wrong. 
It added that the failure of 
an electricity grid in the US 
or abroad could force its 
plants to close, or shut down 
airports and other transport 
facilities it relied ott 

Most companies said they 
expected to fix their own 
computer systems before the 
end of next year. Many 


added, though, that they 
could not tell whether their 
most important suppliers 
would be ready, and some 
expressed worries about util- 
ities and other providers of 
essential infrastructure. 

Motorola, which makes 
mobile telephones and com- 
puter chips, said it was “par- 
ticularly concerned about 
energy and transportation 
suppliers. Many of those sup- 
pliers are unwilling to pro- 
vide assurances that they 

will be Year 2000-ready". 

General Motors added that 


it would face “significant 
Impediments" if electric and 
water utilities, government 
agencies, financial institu- 
tions and other "providers of 
genera] infrastructure" were 
not ready in time. 

Efforts to assess whether 
suppliers and utilities will be 
ready have had only patchy 
success, some companies 
report. 

DuPont. for instance, said 
that only 30 per cent of its 
key suppliers responded to a 
survey it sent out Of these. 

two out of five had “a high 


risk" or not meeting the 
deadline. 

Ed Yardeni. of Deutsche 
Bank Securities in New 
York, said most companies 
had spent less than half 
what they expected to spend 
to put their houses In order, 
a sign that many were Call- 
ing behind. 

Many have increased their 
estimates of the cost of fix- 
ing the problems. GM. for 
instance, put its total cost at 
$560m. higher than the 
*360m-S500m range it predi- 
cated earlier this year. 



leaders resolute over impeachment 


By Richard Wottte 
in Washington 


Thu new leadership of the 
US House of Representatives 

yesterday appeared derer- 
mtned to push ahead with a 
vote mi whether to mi poach 
President Bill Clinton, in 
spile oJ signs of weakening 
support among Republican 
ci.nrressmen 

p.i *b Livingston, the newly 
elected House speaker - the 
must powerful post in Con- 
cress - said the House 


would be failing in its duty if 
it stopped short of voting on 
impeachment charges. 

Mr Livingston also 
rejected the possibility of the 
House censuring Mr Clinton, 
dismissing a public repri- 
mand as "plea bargaining" 
which cnuld only take place 
in the Senate. 

On NBC television. Mr Liv- 
ingston said: “I tlunk for us 
to >h> away from our 
responsibility and try to 
avoid it would just be incred- 
ibly wrong. Every member 


owes it to his constituents 
and the nation to search in 
bis soul as to whether be 
could support either sustain- 
ing articles of impeachment 
or oot. voting against it," 

His commitment to com- 
pleting the process came 
after Kenneth Starr, the 
independent counsel investi- 
gating the president, 
mounted before the House 
judiciary committee last 
week a vigorous defence of 
his evidence. 

Republicans on the com- 


mittee. who gave Mr Starr a 
standing ovation after he 
completed bis testimony, 
appear determined to vote to 
continue with the impeach- 
ment process. 

However, some Republican 
congressmen, such as New 
York's Peter King, are pre- 
dicting a rebellion of 20 
members in the full House, 
which would wipe out the 
Republican majority and end 
the process. 

The judiciary committee 
will interview two new wit- 


nesses in closed session 
today and tomorrow, extend- 
ing their inquiries beyond 
the scope of the Starr report. 
Daniel Gecker and Nathan 
Landow will answer ques- 
tions about Kathleen Willey, 
a former White House 
worker who claims to have 
been molested by Mr Clin- 
ton. Mr Gecker is attorney to 
Mrs Willey, while Mr Lan- 
dow is her friend. 

Meanwhile, the White 
House this week faces the 
prospect of a new indepen- 


dent counsel investigating 
allegations that it violated 
campaign finance laws in Its 
fundraising for the 1996 pres- 
idential election. 

Janet Reno, attorney-gen- 
eral. is expected to announce 
tomorrow whether she will 
seek the appointment of a 
new prosecutor to probe A1 
Gore, vice-president. Within 
two weeks she must decide 
whether to probe similar 
allegations against Mr Clin- 
ton and Harold Ickes. deputy 
White House chief of staff. 


Israel to press 
for $1.25bn 
extra funding 
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By Art Machlis bi Jerusalem 

Yaakov Neeman. Israel’s 
finance minister, arrived in 
Washington yesterday to 
press the US for a one-off 
*l-25bn funding package to 
implement peace accords. 

The US promised extra 
funding to both Israel and 
the Palestinians during 
negotiations on the Wye 
Plantation deal, signed last 
month. Under the accord. 
Israel agreed to hand over 13 
per cent of the occupied 
West Bank to Palestinians in 
exchange for increased secu- 
rity co-operation. 

An Israeli official said 
Israel wanted the money For 
"security needs" created bv 
the troop redeployment 
which began last week. For 
example. Israel plans to 
spend at least SbkSOOtu 
fSllSm) to pave bypass roads 
for Jewish settlements in the 
West Bank, which will 
become virtual enclaves 
after the troop withdrawal. 

However. US policy is to 
refrain from funding Israeli 
activities in the West Bank, 
and many bypass roads will 
be built on land to be expro- 
priated from Palestinians. 
US officials would not say 
how they might surmount 
this obstacle, or bow much 
Washington planned to 
grant Israel. 

Any new funding requires 
approval of the congressio- 
nal appropriations commit- 
tee. and Israel lost its most 
powerful ally in Congress 


when Newt Gingrich su-pped 
down us House Speaker ear- 
lier lhi.*> month. 

Boh Livingston. Iils succes- 
sor. luis been a critic of 
Israel as head of the House 

appropriations committee, 
especially the Sl™bn in civil- 
ian aid the UJ» dispenses 
annually to Ute Jewish slat*. 

But one US official said 
the admin n't ration did no: 
expect Congress to be an 
obstacle: "If the Wye agree- 
ment is going well, (the 
package] will eiyuy reason- 
able support from borh sides 
of the aisle." 

Israel, the biggest recip^j 
ent of US foreign aid. also 
receives $l.Sbn iu annual 
military aid from the US. 
and has recently moved 
gradually to reduce the Kbn 
total by Itirthn over in years. 

Palestinians expect a 
financial boost when a 
donors' conference convenes 
in Washington at the end of 
this month The Palestinian 
Authority receives 575m a 
year from the US. and offi- 
cials hope tins will rise to as 
much as SoUim. 

Meanwhile, .several Pales- 
tinian prisoners in Israeli 
jails yesterday launched a 
hunger strike after Israel 
freed 25U Palestinians at tho 
weekend. Palestinian offi- 
cials were angered after dis- 
covering that 150 of titty 
released men were irriminaSr 
and not political detainees, 
as expected. 

More than 2.400 Palestin- 
ians remain in Israeli jails. 


UN inspectors play 
for high stakes in 
Iraq paper chase 

Roula Khalaf on the friction created by 
Unscom calls for access to documents 


is 


R ichard Butler, the chief 
United Nations arms 
inspector, wasted no 
time in testing Iraq's com- 
mitment to comply with 
weapons inspections. Even 
before dispatching a team to 
try to enter sensitive sites, 
he sent two letters last week 
to Tariq Aziz, the deputy 
prime minister, requesting a 
sheaf of documents that he 
had been denied previously 
Access to documents 
only one of many issues 
Unscom. the United Nations 
commission charged with 
finding and destroying Iraq’s 
weapons of mass destruc- 
tion, will test in the country 
over the coming weeks. But 
it has always been a source 
of friction between the two 
sides. 

Documents are a key tool 
in Unscom's efforts, as they 
can reveal how much of any 
chemical or biological agent 
Iraq produced, or provide 
proof of Iraqi claims that it 
has destroyed weapons com- 
ponents. 

Because Unscom is suspi- 
cious of Iraqi declarations 
about weapons production, it 
has persistently hunted for 
these records. The problem 
with documents, however, is 
that Baghdad has long main- 
tained that some have been 
destroyed while others are 
linked to national security 
issues and therefore are not 
Unscom's business. 

Iraq also maintains the 
commission is often "split- 
ting hairs" and requiring 
documents for issues that 
have already been fully 
answered. Baghdad adds 
that Unscom is under the 
mistaken impression that 
every decision taken in Iraq 
was the result of a written 
order. 

The Iraqi reply to Mr But- 
ler. sent on Friday by Riad 
al-Qavsi. deputy foreign min . 

ister, was made public yes- 
terday by the Iraqi News 
Agency. Mr ai-Qaysi said the 
Unscom chier had made a 
general request for access to 
defence and other ministe- 
rial archives, a move which 
appeared to be a provocation 
as inspectors had, on several 
occasions, searched defence 
and other security-related 

buildings. 

Of the 12 specific requests 
for documents Mr Butler is 
reported to have made, he 
has been told that Baghdad 
is in a position to provide 
only two. 

The first is a much-publi- 
cised document inspectors 
glanced at in July during a 
search of the Iraqi air force, 
hut were not allowed to 
keep. It lists munitions used 
in the 1980*1988 Iran-lraq war 
and is deemed important bv 
Unscom as it might tell 
inspectors whether Iraq 


inflated the amount of \ 
nance that could be t'J 
with chemical or biological 
agents, while keeping the 
remainder. 

Iraq said it would consider 
disclosing the relevant parts 
of the document to Unscom. 
but only in the presence of 
Prakash Shah, special envoy 
to Baghdad of Kofi Annan. 

UN secretary general. 

The second set of docu- 
ments Mr aJ-Qaysi said Iraq 
would give Unscom are 
records from a brigade 
which is believed tu be 
related to the equipping of a 
missile unit. The Iraqi offi- 
cial pointed out in his letter 
that Unscom had never pre- 
viously made such a request.*^ 

However. Mr al-Qavsi said' 
Baghdad had no additional 
documents to provide on the 
production of VX nerve atis. 
which Iraq says was unsuc- 
cessful. and that two diaries 
requested by Mr Butler - 
one or a brigadier who dealt 
with missile production, and 
tbe other of an engineer 
involved in the production of 
missile engines - bad been 
destroyed. 

H e also said Iraq could 
not hand over a report 
on the investigation of 
the 1995 defection of Hussein 
Kamel, the former head of 
Iraq’s military industry’ cor- 
poration who had later 
returned to Iraq and was 
killed, as no such investiga- 
tion had taken place. 

Mr Butler repeated a 
request for documents prov- 
ing that Iraq had destroyed 
propellant fuel used for Scud 
missiles. Unscom says that if 
Iraq is bolding on to the fuel. |gf 
then it may have more mis- ■ 
siles than previously 
declared. Baghdad maintains 
that Mr Butler has 
accounted for almost ail the 
m is siles and ail the launch- 
ers. so should be satisfied 
with the missiles file. 

Perhaps the most sensitive 
issue raised by Mr Butler 
involves records which 
would allow him to verify 
Iraqi claims that it has 
ended efforts to conceal 
information from inspectors. 

Iraq admitted in 1995 that 
it had hidden information 
and weapons from Unscom 
but insisted this had now 
stopped. Mr Butler, who has 
doubts about Iraq's declara- 
tion, wants documents 
describing the 1991 decision 
to retain weapons as well as <Jj| 
minutes of the meetings of 
the high-level concealment 
committee. 

Mr al-Qaysi said the deci- 
sion to hide proscribed mate- 
rial had been communicated 
orally and that no conceal- 
ment committee "in the 
technical sense of the word- 
bad existed. 
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SI NGLE CURRENCY CHir 1 ? OF 20 FTSE 1 00 COMPA NIES AMONG 114 SIGNA TORIES TO STATEM ENT CALLING FOR EARLY BRITISH MEMBERSHIP 

Business leaders give big boost to pro-euro lobby 


By Kevh Brown, 

Industry Editor 






The 114 business leaders 
who signed today’s state- 
ment in the F inanci al Times 
backing early British mem- 
bership of the European sin- 
gle currency have struck a 
powerful blow a gainst those 
who want the UK to keep its 
distance. 

The chairmen or chief 
executives of the 20 FTSE 
100 companies who signed 
are backed by a wide range 
of senior Bgures from medi- 
um-sized companies, 
regional business organisa- 
tions, the accountancy and 
consultancy professions, and 
businesses wholly owned by 
overseas investors. 

Some names are leading 
proponents of a single cur- 
rency. Others - such as Mar- 
tin Sorrell, chief executive of 
WPP Group, Gerry Robin- 
son. chai rman of the Gran- 
ada Group. Jobn Robb, 
chairman of British Energy 
and Sir Patrick Gillam, 
chairman or Standard Char- 
tered - have been less well 
known. 

The list also includes Sir 


Dermot de Tlufford, a former 
chairman of the Institute of 
Directors. 

Signatories from medium- 
sized companies include Sir 
Michael Bishop, c h ai nr |aw of 
British Midland, James 
Dyson, the vacuum cleaner 

manufacturer, Keith Todd, 
chief executive of ICL, Sir 
Denys Henderson, chair man 
of Rank, Graham Hail, chief 
executive of Yorkshire Elec- 
tricity, and Sir Ross Buck- 
land, chief executive of Uni- 
gate. 

Those who run companies 
owned by major inward 
investors include Lord 
Haskins, chairman of North- 
ern Foods, Peter Blackburn, 
chairman of Nestle US, Ian 
Gibson of Nissan, David Jor- 
dan, chairman of P hilli ps 
Electronics UK, Walter Has- 
selkus, chairman of Rover, 
and Nick Reilly, chairman of 
VauxhalL 

The European Movement 
says that the signatories 
signed in their personal 
capacities. But the range and 
quality of the business lead- 
ers who support the state- 
ment will have a big impact 
The 29 names tn FTSE 100 



Emu rivals: (from left) Lord Haskins and Sir Michael Bishop back early entry; Lord Wolfson and Sir Stanley Kaims oppose it 


companies head businesses 
with a combined market cap- 
italisation of £342bn 
($574bn), some 29 per cent of 
the FTSE 100 total market 
ca pitalisa tion 
The beads of 10 UK cham- 
bers of commerce with a 
combined membership of 
17,351 have also added their 
names to the list 
The opponents of Emu are 
also able to call on substan- 
tial support from medium- 
sized businesses, as their 
lobby group Business for 


Sterling demonstrated in a 
letter to The Times in June. 
But only two heads of FTSE 
100 companies - Sir Stanley 
Kahns of Dixons Group and 
Lord Wolfson of Great Uni- 
versal Stores - were among 
the signatories. 

The European Movement 
statement has no chance of 
landing a knock-out blow. Its 
opponents - mainly in the 
Conservative party and the 
Business for Sterling pres- 
sure group - will never 
accept that a majority of 


business opinion favours 
joining, or that the economic 
case bas been made. 

But the statement will 
strengthen the hand of those 
in government - led by Gor- 
don Brown, the chancellor of 
the exchequer, and Peter 
Mandelson, tbe trade and 
industry secretary - who 
favour early entry. They 
appeared to be signalling a 
warming towards the euro in 
speeches to the Confedera- 
tion of British Industry - the 
employers' group - confer- 


ence earlier this month, and 
ministers are prepared to 
admit privately they want 
business to plan on the basis 
entry will not be long 
delayed. 

“The signal that bas been 
given is a firm signal, 
although I do realise that it 
would be much easier for 
some businesses if it was 
absolutely clear!" one minis- 
ter said. “Businessmen do 
have to persuade boards to 
invest, and when you have 
national division in the pop- 


ulation at large and in the 
business community it can 
be difficult to get the money 
to promote change.” 

Ministers think the 
national changeover plan for 
possible UK participation in 
the euro, to be released in 
January, will send a further 
signal to business that it 
should be planning seriously 
for British entry. “It is an 
important part of keeping 
the impetus going. We do 
realise that part of what we 
need to do Is to send ongoing 
signals to business.” the 
minister said. 

The statement reinforces 
evidence, including a survey 
by Mori, the polling group, 
for the FT that most busi- 
nessmen favour joining the 
single currency. A debate at 
the CBI conference three 
weeks ago found 90 per cent 
of delegates thought the UK 
would join, and a majority 
wanted early membership. 

Keith Todd, ICL chief exec- 
utive, and one of the brains 
behind the statement, said: 
“When people understand 
the real fundamentals the 
movement towards the euro 
will gain pace.” 


EU vote set to end ban 
on British beef exports 


By Michael Smith in Brussels 

European Union farm 
ministers are today expected 
to vote to lift a world-wide 
ban imposed on British beef 
exports more than two years 
ago in response to the BSE - 
or “mad cow" disease - cri- 
sis. However it will be 
months before the UK can 
resume exports. 

EU officials believe the 
European Commission's plan 
to end the embargo will win 
strong support in spite of 
opposition from countries 
including Germany and pos- 
sibly France. Italy and Spain 
opposed lifting the bon ear- 
lier this month but are 
thought to be reconsidering 
their position. 

Britain is likely to be able 
to win the vote even without 
vtheir support. Voting rules 
i i 


at today's meeting mean lift- 
ing the ban can only be 
halted if eight of the 15 min- 
isters oppose It. That is 
thought highly unlikely. 

At tbe vote among mem- 
ber states earlier this month, 
eight were in favour. Luxem- 
bourg and the Netherlands, 
which abstained then, are 
thought unlikely to vote 
against Britain today. 

Hie ban was imposed in 
March 1996 when UK scien- 
tists identified a possible 
link between BSE and 
ttvCJD, a similarly fetal dis- 
ease affecting people. 

However, British officials 
believe it could be spring 
next year before farmers can 
resume beef exports. 

Under the Commission’s 
proposals exports can only 
begin after the UK has 
slaughtered several thou- 


sand calves born of cattle 
Infected by BSE. The Com- 
mission must also approve 
export facilities. Prior to the 
ban the UK was exporting 
nearly ££00m ($lbn) of beef a 
year. The UK will straggle to 
win back markets because of 
consumer fears and the high 
pound. 

The Commission's plan 
would lift export restrictions 
on debarred beef from cattle 
aged between six and 30 
months, the vast majority of 
the UK beef herd. The ani- 
mals would also have to be 
bom after August 1996, the 
date when a strict ban on 
feeding cattle with animal 
remains became effective. 

BSE has affected other 
European countries, but 
Britain has suffered 175,000 
cases, some 99.7 per cent of 
the EU total 


FINANCIAL SERVICES LAWYER WARNS TREASURY OFBILL’S THREAT TO FAIR TRIALS 

Reforms may ‘breach human rights 9 


By David Wigtrton, 

Political Correspondent 

The government's moves to 
overhaul financial services 
regulation would breach the 
European Convention on 
Human Rights, according to 
a confidential legal opinion 
received by the Treasury. 

Anthony Lester QC. one of 
Britain's leading experts on 
the convention, has warned 
that the draft F inancial Ser- 
vices and Markets bQl would 
contravene the right to a fair 
trial City of London lawyers 
believe the government will 
be forced to rewrite the bill 
rather than risk having it 
challenged by the courts. 

Any legal doubts would 
also make the bUJ vulnerable 
in the House of Lords, where 
the government already 
feces opposition over plans 
to strip hereditary peers of 
their voting rights. 


The legislation, which pro- 
vides the legal underpinning 
for the new Financial Ser- 
vices Authority, is one of the 
bills in the government's 
programme for the new ses- 
sion of parliament to be 
unveiled by the Queen 
tomorrow. 

Tony Blair, the prime min- 
ister, decided the govern- 
ment had to press ahead 
with early introduction of 
the controversial bill after 
ministers laid so much 
stress on the need for tough 
regulation in tackling the 
Asian financial crisis. 

But the draft bill has come 
under fierce criticism in the 
City over the sweeping pow- 
ers of the FSA and the lack 
of legal safeguards. For 
example, the FSA would 
have the power to impose 
unlimited “civil fines" for 
the misuse of privileged 
information, with a lower 


burden of evidence and proof 
than for the criminal offence 
of insider dealing. 

The fines could be imposed 
on ordinary market users, 
not just authorised profes- 
sionals. 

The legal opinion from Mr 
Lester, commissioned by tbe 
London Investment Ranking 
Association, concludes that 
actions taken by the FSA 
under the prohibition on 
“market abuse” would be 
considered criminal not civil 
proceedings for the purposes 
of the European Convention. 
This would require greater 
safeguards than provided 
under tbe bifl. In particular, 
it would ban the use of state- 
ments obtained under com- 
pulsion. 

The opinion was sent to 
the Treasury last week as 
part of the consultation pro- 
cess an the draft bilL The 
Treasury said It was confi- 


dent the draft bill would not 
breach the convention. The 
convention is now incorpo- 
rated into UK law in line 
with . a commitment in 
Labour's election manifesto. 

City lawyers who have 
seen the opinion say it 
makes a very strong case. 
“For the government to 
ignore tbe risk of conflict 
between two of its flagship 
pieces of legislation would 
be bold, to say the least.” 
said one City lawyer. 

Vincent Cable, the Liberal 
Democrats' finance spokes- 
man, will table a parliamen- 
tary question tomorrow chal- 
lenging the chancellor over 
the potential conflict. 

"It would be absurd for the 
government to pass legisla- 
tion which fells at the first 
reference to tbe courts 
because it does not under- 
stand its own human rights 
legislation.” be said. 


London 
and Bonn 
plan EU 
reform 
prospectus 

By Andrew Parker, 

PofiticaJ Correspondent 

The UK and German 
governments are to draw up 
a reform “prospectus" that 
they will invite other 
centre left governments in 
the European Union to 
adopt 

Peter Mandelson, UK trade 
and industry secretary and 
Bo do Hombach. German 
chancellery minister, agreed 
yesterday to produce a joint 
declaration by the end of 
January. 

The Anglo German initia- 
tive was agreed last month 
by Tony Blair. UK prime 
minister, and Gerhard 
Schrtider, German chancel- 
lor, at their first meeting 
since the SPD's general elec- 
tion victory in Germany. 

Mr Mandelson and Mr 
Horabach. who lead the ini- 
tiative for the two govern- 
ments, held their first meet- 
ing yesterday. 

The joint declaration will 
focus on Mr Blair's "third 
way" - Germany's "neue 
mitte” - in politics. . “This is 
about modernising social 
democracy for the future in 
which Schroder and Blair 
have given such a strong 
lead,” Mr Mandelson said. 

“There are now 11 centre 
left social democratic led 
governments in Europe. 
What the UK and German 
governments are doing is 
create a third way. neue 
mitte prospectus that we 
will then share with the 
other governments, so that 
we are able to draw in others 
In due course to this process 
of policy development," a UK 
government member said. 

The declaration will focus 
on “entrepreneurship, inno- 
vation and the creation of 
the knowledge based 
economy”, “modernising the 
welfare state and public ser- 
vices”, and “how Europe 
should develop, where it 
needs to integrate or 
co-operate as appropriate 
and where decentralisation 
and subsidiarity should 
prevail". 
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WEEK AHEAD 


UK COMPANIES 

■ TODAY 
BOARD MEETINGS: 

Finals: 

Cambridge Antibody Tech 

Chrysalis 

Ferraris 

Grant Chester 

Qnadramatic 

RM 

Unidare 

Yeoman 

interims: 

Allen 
Golds Jut 1 Id 
Hewetson 

Liberfabrica 
Maelor 
Majestic Wine 
Salvesen (Christian) 

Siebe 

South news 
South StaiTs Water 

TB! 

■ TOMORROW 
COMPANY MEETINGS: 
McKecbnie. I.mo-ln Centre. 
IS. Lincoln's Inn Kii.-lds. 

W.C.. S.ffi> 

Smiths Inds. 765. Finchley 
Rc-ad. Childs Hill. N.W.. 12.00 

BOARD MEETINGS: 

Finals: 

Airtours 

Anglo Irish Bank 
.-UhlooF Extrusions 
Cosalt 

McLeod Russel 


DIVIDEND & INTEREST PAYMENTS 


Interims: 

Anglian Grp 
CafYyns 
Chloride 
EMI 

Johnson Matthey 
National Grid 
Real Time Control 
Severn Trent 
Sterling Inds 
Trifast 
Vocal is 
VTtrch 

Wynn stay Props 

■ WEDNESDAY 
NOVEMBER 23 
COMPANY MEETINGS: 
Amstrad. Man- Green Manor 
H-fft-1. Brentwood. Essex. 

II. UP 

Intcrcurope Technology 
Services, a 1-23. East Struct. 
Fa re lum. Hants. 11.00 
Premium Tst. Saltire Court. 
20. Cattle Terrace. 
Edinburgh. i- 3u 

BOARD MEETINGS: 

Finals: 

Abacus Polar 
Advanced Power 
Components 
Granada 
Jennings Bros 
NHP 

Tate & Lyle 


Interims: 

Baldwins Ind Services 
Banner Chctns 
Bristol Water 
IWP Int 
National Power 
Radstone Technology 
Victoria 


B THURSDAY 
NOVEMBER 26 
COMPANY MEETINGS: 
Allied London Properties. 
Four Seasons Hotel. 
Hamilton Place. W„ 12.00 
Redrow. St David's Park 
Hotel. St David's Park. 
Flintshire. 12.00 
St Ives. Lavington Street. 
S.E.. 10.00 

BOARD MEETINGS: 
Interims: 

BPB 

Bristol Ctd Press 

Brockharapton 

Caledonia lav 

Comino 

CPL Aromas 

DBS Mu grant 

London Merchant Secs 

Merrydown 

Pennon 

Ransom tWm) 

Sedgemoor 
Shires Ine 
Southern Elec 
Symonds 

Waddington 


York Waterworks 
Yorkshire Water 

■ FRIDAY NOVEMBER 27 
COMPANY MEETINGS: 
Headway. Old Golf Course 
Hotel. Huddersfield, 9 JO 
Manganese Bronze, 2, Love 
Lane. E.C.. 12.00 
Tay Homes. Queens Hotel. 
Leeds. 2.30 

BOARD MEETINGS: 

Final: 

VTB 

Interims: 

Oriental Restaurant 
Stock bourne 
Touchstone 

Company meetings are 
annual general meetings 

unless otherwise stated. 

Please note: Reports and 
accounts are not normally 

available until 
approximately six weeks 
after the board meeting to 
approve the preliminary 
results. 

This list is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of imminent 
announcements. 


■ TODAY 

Aquarius 3.4p 

BPH Fin 3% Sec Exch Bd 

2002 S1S.0 

Chase Manhattan Snr FRN 
2002 5149.81 
1AF 4.95p 

Kawasaki Steel 7.4% Bd 1999 
Y725000.0 

Do 74% Bd 2000 Y725000.0 
Manchester & London lav 
TSt 1.5p 

Nationwide Bldg Scty 13‘4% 
Sb NtS 2000 £1350.0 
Sirdar 3Jp 

Sunderland 11%% Rd 2008 
£5.375 

Taylor (Charles) 2.04p 
Thames Water Utilities Fin 
10%% Gtd Bd 2001 £1050.0 
Trinidad & Tobago i2Vi% Ln 
2009 £6.125 
WPPQjHp 


■ TOMORROW 
Alpha Airports l-84p 
BG 9%% Bd 2017 £4750.0 
Brent Int l.lp 

British Aerospace 10%% Bd 
2014 £1075.0 

Fleming Smaller Co's Inv Tst 

2.6p 

Hemingway Properties 0-2p 
Redlaad Fdg 10*4% Gtd Bd 
2014 £1075.0 

Royal Bank of Canada C$0.46 
Ruberoid l.9p 
Sanwa Australia Fin Gtd 
Fxd/Fltg Rate Nts 2006 


$3159.72 

Sinclair (Wmi 6.7p 
Yorkshire Bldg Scty ll%% 
Sb Bd 202 £1137 J 
Yule Catto 4.4p 


■ WEDNESDAY 
NOVEMBER 25 
Albright & Wilson 2 J5p 
Avis Europe l.5p 
Broken Hill Proprietary 
AS02S 
Eaton S0.44 

European Leisure 3 J5p 
FP Fin 9%% Und Sb Gtd Bd 
9.l25p 

Fleming Natural Res Inv Tst 

02p 

Gartmore Scotland Inv Tst 

■Up 

Do Package Units £10.75 
Manchester United l.lBp 
Merrill Lynch *024 
M & G High Inc Inv Tst Inc 

0.S8P 

Do Inc & Grwtb 0.98p 
Do Package Units 0.98p 
Mulberry 0.75p 
Rutland Tst 0 Jp 
Servisair l.TSp 
Waterman Partnership 225p 
Western Selection 0 J5p 


■ THURSDAY 
NOVEMBER 26 
Barclays 9%% Bd 1999 
FFr925.0 

Britt Allcraft 1.4p 


Cox Insurance 0.9p 

First Active FRN 2000 

1RE1535-96 

Go-Ahead 7p 

ICM Computer 1-Top 

Inches pe 4.6p 

LG Elec 1%% Cv Bd Nov 

2006 $12JjO 

Sherwood Grp I.3p 

Ted Baker Up 


■ FRIDAY 
NOVEMBER 27 
Adwest Automotive 5.5p 
Aggreko X.65p 
Andrews Sykes 1 -2p 
Ashtenne 22p 
BTR 4p 

Bank of Montreal $0.44 
Berry Birch & Noble lp 
Bovis Homes 3.33p 
British Polythene 7p 
CLS 2.4p 

Charles Stanley l.25p 
Citadel l.3p 

Co mmuni ty Hospilals 3.6p 
DCC IR4.25p 
Donatantonio 0.6p 
Euro Sales Fin lp 
Gartmore Venture Cap Tst 
1.875P 

Guinness Flight Venture 
Cap Tst i.L25p 
Haggas (John) 2p 
Highlands & Lowlands 
MS0.06 
Ilion ip 

Ivory & Sime ISIS Tst 
7.301347p 


Johnson Fry dp 
Kerry Grp A iRlJMp 
Lillcshal! 1.5p 
Lia\ Printing Tc-ch 5.&P 
London Fin & Inv U.:-P 
Midland Bank Sb FRN - 1 * 11 

£98.93 

M-R2.7P 

Nat West Bank Und \ nr 

ftate Nts £214.25 

Nihon Doro KodanB'-"- ‘-'W 

Bd 2006 S6S7.5H 

NKK6.2% Bd 2002 YiCimM) 

Old Mutual South Africa T>i 
0.55p 

Personal Assets Tst I'.-’P 
PizzaEx press 3.2p 
Premium Tst 2J5ip 
Redrow 2.7p 
Ricardo 4.4p 
Rolfe & Nolan ip 
Semple Cochrane 2.e”p 
Senior Eng 1-TTp 
Tores 0.6p 

Tottenham Hotspur 0.2T>p 
T & S Stores 3.6i> 

Wainhomes 0.75p 
Woolwich Perp Sb Bd £92.n0 

■ SATURDAY 
NOVEMBER 28 
London & St Lawrence Inv 
3.9p 

NT & T Nts 190S $4KP. >;■ 

Scottish Life Fin 9% Und Sb 
Gtd Bd £9.0 
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NOVEMBER 25 

Using IT for Business Benefit 

4 hrcakfaM .emmar examining Ihi- 
iapi<ru*«« of IT lo the financial 
.erne*. inJu'ln. The .'Citudji mil 

explore lt:« dc lucre .huilicl' non- 

being um.i 1 by thi - rapidly di versifying 
m.ior including inumrl banking. coll 
ccnricv home honking and digital TV 
Di'lrnsui-.hcd .pi. jl.cr> include Pole 
Marsdcn. IT Pireclor. E ip and 
Prujcnual Banking. Garry Hoalh. 
Director Genera L 1FA Asmkiumo and 
Sherry Leigh Couiu. Chairman. 
Interactive Jnte+lor. 

Tel: n 1 7 1 S?J 3 lo2 Fax; U|7| 87? XXP 
E-mail: cnihcnnc.macsuccncvu'fLaim 
LONDON 


DECEMBER 1 & 2 
18th FT World 
Telecommunications 
Coinpcntxm and cnmmgencc wilJ be ihe 
two muu> theme, rt the l*W8 FT Wnrld 
TdcuMR. ConTcrewu. SpcaLcr. mciuJc Sir 
but Viihn> GnauuL BT pir MrBal 
C Rubens Jnr Oairman. MCI WnrUCoai: 
Mr Gary Forra.*. President and CEO. 
Glotxil One SA. Mr Daniel E Somen. 
Senior Executive Vice Picsulaa & Chief 
Financial Officer. AT&T and Mr Javier 
Rcsudla. ViosOnitmaaTclefotwaL 
Eajuir«>' J'Tanna Edwards 
W OJ7J 573 3374 Fax: 0)71 873 30t>7 
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ORDER NOW 
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■ What is corporate governance? 

• Corporate governance for the 
board 

• Corporate governance for the 
company's auditors 

• Financial issues 

■ Corporate governance tor the 
shareholders 

• Corporate governance for the 
company's employees 

• Corporate governance and the 
company's regulators 

• Emerging and future trends 
Plus 

• Glossary of terms 

• Case studies 
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Conferences, 
Venues & Courses 


DECEMBER 2-4 
Venture Forum Europe *98 

Aimnvl hy FT Coafermce und Veatuc 
EcanotDK > . Ihe Qih annual Venture 
Fonnn Europe will provide indusiry 
leader, with an important cuporturan to 
increase their umkrsunding of the 
Eumpom vennuc capitnl marinpbcc. 
Enquiries' Sian Fancoun 
Td: 0171 673 3262 Fax: 0171 873 3067 
c-rruiL snn.fiJlcoun^fLcnm 
ficonfereoeevasn 

LONDON 

DECEMBER 7 & 8 

The 17th FT World Pulp and 

Paper Conference 

tXMuifuuhed speakers include Dr Cbes 
Dahlbwk. Preiidcnl uhl CEO. InvMor 
AB and Chairman. STORA AB: Mr 
Marlin Gran holm. Executive Vice 
Prcsidan. UPM-Kymmene Group and Mr 
John F McGovern. Executive Vice 
Presidem and Chief Financial Office. 
Geoipa^xific Corporation. 

Enquiries; Joanna Edwards. 

FT Conferences 
Tel *U 17! 873 3374 
Fax: *44 171 873 30676 
Email: jronoa^ wards C^fLQxn 
Web: www itcuafere Qces.com 

LONDON 

DECEMBER 9 

Denton Hail ‘Finance Forum’ 
PF] in transport - recent 
developments and the 
financier’s perspective 

First in ihe series of five, this seminar 
provides a review of UK transport 
infrastructure opportunities for the 
pm ate sector under die Private Fmam* 
Initiative and die financier's view of 
recciu developments. We have speakers 
from: Etowoo HaJJ. The Royal Bank of 
Scotland and Imperial College. London. 
Contact: Jane Evans. Demon Hull 
Tel: *44 iO) 171 320 6508 
Fax: +44 lOi 171 320 6647 
email. sermnais^derwonhalLcom 

LONDON 

European AcquisRion Finance 

This event will focus an the hey 
regions of M&A activity, such as 
Germany. France and Italy. 

Key speakers incfcjde: 

John FL Muse, COO. Hicks. 

Muse. Tate & Furst Umrted, 

MkJiael Phillips. APAX Partners. 
Thomas Putter, 

Alianz Capital Partners, 

Peter A. Weinberg, COO. IBO. 
GoMman. Sachs & Co 
and Michael Day. Group Treasurer. 
Pearson Pic. 

For more Information please 
contact Edward Low on: 

Tel: +44 (0)171 389 7537 
Fax: +44 (0)171 389 7399 


The Grosvenor House Hotel 
London 


The Leadership Trust 
Foondab'on, Ross-on-Wye 
"Leadership Sans Froofffres” 
In every culture we recourse 
leaders who are effective. But 
some leadership styles and 
behaviour are more effective in 

some cultures than In others. 

Our conference addresses these 
shnflarioes and differences and 
considers fwcterahlp both in 
different cultures around the world 
and m Afferent business 
environments. 

Contact John Knight 
Tel: + 44 (0) 1 989 757 667 
Fbx: + 44 (0)1989 768 133 
email: leaders OrflaLpiproucom 
Registered Chatty Ha. 1953918 


-fDeudtijM|fl>mf 


Bess-oo-Wye 


FEBRUARY 15 1999 
FT London Motor Conference 

Productivity and cumpc ti ovtarctt in ihe 
UK motor industry and the impact of 
yrey imports” on tbe new and used car 
maiio are anxmg ihe key ixsuei to be 
discussed Speakers include: Professor 
Garel Rhys OBE. Cardiff Business 
SchooL Mr Graham Broome. SMMT 
Industry Forum and Mr Michael 
Woodward. KPMG Management 
Cowailling. 

Contact-* Jam ma Ed »ant> 

FT Conferences 
Td: 444 I7| 873 3374 
Fax: 4+4 171 873 3067 
email: joaonxedwardsl^FT com 

LONDON 


International Pfa ml brief 
Market 

The emergence of jumbo 
instruments, a future market 
mcreased international issuance 
activity and the advent of a single 
currency afl contribute to the 
growing rraerast In Pfandxfef 
instruments and the current 
transformation of this major debt 
market. This conference offers 
both Issuers and investors unique 
opportunity to examine In detaff 
the European Pfandbrief markets, 
and estimate to what extent the 
instruments are born g 
intemabonalsed. 

For more Information ptease 
contact Katie Simmons on: 

Teh +44 (0) 171 369 7058 


Did your last meeting overseas go as well as you had 

hoped? No? Why not? Did you lose out to a competitor 

who did speak the language of the customer ? 
Don't let It happen again - 

Cali BERLITZ for details of 'Doing Business in’ 
French/German/Spanish NOW on 

0171 - 015 0909 
0121 - 643 4334 
0161 - 228 3607 
0131 - 226 7198 


Helping the World Communicate. 


Arabella Grand, Frankfort 


MARCH 3 8 4 1999 
FT New Media Conference 

Id (be afrenrudi of the bunch of digital 
television in die UK. ihe Financial 
Times New Media conference will 
examine the stale of play in lire digital 
market. Issues for debate include; 
opportunities Tor new entrants, the 
impact of compeanon on die existing 
networks and the consumer's viewpoint. 
Codijci: Catherine MacSwecney 
FT Conferences 
Tel +44171 873 3162 
Fax: +44 171 873 3067 
emmt caihenne.in ac sweuaeyrg'fta.Mm 
LONDON 

AUGUST 1-6 1999 
1999 Summer School The 
Five Year Challenge Facing 
Banks and Financial 
Institutions 

Speakers include sesrnr tfireerom from 
Llovd>/TSB. SocGen. Cologne Re. 
HSBC. Union Bank of California and 
many others. 

Fee £2^00 + VAT r includes 

-jccommodadon. metis & materials) 

Contact: Paula Lynch Birchtn Training 

& Cdnsultiag pte 

TcL +44 I7i 9296633 

Fax: ♦ 44 171929 66*4 

e-mail: tynchp^buetuaeom 

King's College. CAMBRIDGE 


DECEMBER 1 - 3 

birchki ■ p a rtners in Bnandet k nowledg e 

Introduction to die City and 
Financial Markets 

• The HLsIorieal Role of ihe City - Tbe 
Role of ihe Bank of England - The 
Bwikir^ System oral Marker Pankipums • 
The Oryarasaoooal Structure *xJ Service, 
of Major Bank* • Non Bank Financial 
li£.uiuuon> ■ Money Murid*. • Capital 
Markets • Ri\k Management Markets 

• TV* L**n4m Stock Market - Technology 
and Jargon. 3 Pays £915 + VAT 
Contact: Brrchin Training & Consulting 
1-6 Lombard SL EC3V 9\A. London 
Tel. 017 1 <*2u 6033 Fix- 017 1 020 Md4 
Email- birthin t^huctnna^mi 
LONDON 

DECEMBER 1 -3 
JANUARY 19 -21 
Corporate Finance 

Intermediate level aimed al those in 
corporate, and banks who need lo 
understand valuation, cupiol sirucnuc. 
shareholder value and funding. • Key 
Concepts in Finance * Cost of Capital 

- Renew or Investment Appraisal 

• Debt/ Equity Management ■ DCF 
valuation ■ Valuation Multiples 

- Acquisition Rindmc - Shareholder Vihre 

• Practical Cure Stuitfs-MBO.MAA 
Contact.- Zoc at F5MD for detail* 

Tel: 44 10.1625 530050 

Fax. 44 tOi(62S 323937 
E-Mail: training** fimdaro.uk 
FSMD: LEADERS IN EDUCATION 
LONDON 

DECEMBER 2-4 

blmtifn -partner* In Onandml knowtwdgm 

Effective Negotiating Skills 

• The Negofisduig Range • Power Bases • 
Trading Concessions ■ Principal, iwin- 
win.i of Negotiation • Comraunicaiing lo 
influence • The Phases and Stages 
i process! of Negotiation • Telephone 
Negotmoon Team NegUBOion. 

3 Days £945 ♦ VAT 

Contact: Birchin Training & Consulting 
1-6 Lombard St. EC3V 9AA, Loodoa 
Tel 0171 0296633 Fax. 0171 929 6644 
Email: binduc^ hiichin.com 

LONDON 


DECEMBER 7 - 11 

fafrcMn -partners In ffrwtcmt knowledge 

Corporate Credit Analysis 
Skills - Level II 

• Sources of Information irehiJint! Credit 
Ruling • Non- financial Factors • 
Management Competence - Interpret at khi 
of Financial information • Cashflow 
Modelling • Aecoonnng Concepts and 
Sundards • Creative AcLOunling * 
ConiiDgeni Lobthues • Crepcsare Failure 
and Recovery Strategics. 

5 Days £1245 + VAT 
Contact- Birchin Training & Consulting 
1-6 Lombard Si. EC3V 9A.L London 
Tel: DI7I 424 6633 Fax: 0171 9yitm44 
EmaiL buvhirtdfbin.-hin.cniH 

LONDON 

DECEMBER 8 & 9 
Reedy For The Euro! 
Introduction to Foreign 
Exchange and money markets 

Definitive training on the Euro in the 
financial imukets fenmriug WINDEAL 
dealing simulanon EUR/USD For 
Corporate treasury personnel, trainee 
dealers, back office and system', 
development staff plus 1494 ACI 
Certificate exam candidates. GBP 
575.00 + VAT. 

Lywood David ImernaiKmaJ Lul 
Tel: +1 tOil 732 463014 
Fax: 44 tOt 1 732 463015 
e-mail’ traini ng^ 1 lywood da vidr-i uk 
LONDON 

DECEMBER 9 - 11 

btcttki ‘partners hi Onandal knomtodga 

Project Finance 

■ Project Risk ■ Feasibility Studies and 
ftoject Plans • Cbrcamaim of Cashflow-, 
and use of Modelling • Ri>k/Return 
Prospects • Discounted Cashflow.. 1RR 
and NPV • Tyj». und Svxnvw of Firuneu 
including Equity • Special Purpose 
Vehicles and Financing Sinii-iurcs 

* Project Documenarion 
3 Days E995 +VaT 

Contact: Birchin Training & Coreailting 
1^ Lombard SL EC3V 9AA. JLondoa 
Tel: 0171 9296633 Fax: 0171 929 <*44 
Em ail - buchiu^bircfaiicrom 

LONDON 


Conferences f 
Venues & Courses 


venues 

I New Year's Eve 


This internationally known 
Grand Pm venue is set in over 
600 acres and boasts unique 
Conference and Exhibition 
Centre facilities for 10 lo 2^00 
delegates as well as oulsunding 
Motorway accessibility. 
Contact: Martin QuHUara 
Td: 0 1332-812919 
Fax: 01332-81 1617 


A new pcsugkw dry venue wjihui (he 
Financial TJmes Head Office. Ideally 
suited for seminars, press launches, 
corporate functions and cocltuil 
reception. 5r^4iixtkaicd audio visual 
ofiafinhau mnahk; for afl requituments. 
Supportive and profeBtoiul staff on 
baodtoussMyou. 

For further details plrur contKt: 
Jay Anffn 

Teh +44(0/171X733446 
Fu: +44 (01171 873 3067 
Email: Jayxoihi^FTcam 


MOST nssncfous VFIWK IN lONZKM. 

For hire -up to 

1500 guests, 

ided for large corporate 
entertainment function 

Afi Enqisries: 

Box B6199. Rnoycioi Tmes. 
One SoidhwcBlc Bridge 
lonctonSET 9HL 


To athT^tise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3765 
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PROFILE PIERRE BILGER, ALSTOM 


The Euro 
man with 
American 
ambitions 




The chairman of the 
.fcAnglo/French 
^electrical 
engineering group 
tells Peter Marsh 
its future lies 
In the US as 
■ well as Europe 

^ J A visitor from outer 
space, anxious to 
learn about the birth 
of the euro and associated 
moves to European eco- 
nomic integration, would 
almost certainly soon be ask- 
ing directions to the smart 
Paris office of Pierre Bilger. 

The chairman and chief 
executive of Alstom, one of 
the world's biggest electrical 
equipment suppliers, Mr Bil- 
--vger embodies many of the 
.^uan-Enropean ideals admired 
by those behind the advent 
of the single currency in six 
weeks' time. 

The company - formerly a 
joint venture between GEC 
of Britain and Alcatel of 
France - went public in 
June with listings in Paris, 
London and New York. Last 
week it unveiled its maiden 
financial results since the 
flotation, in which it main- 
tained a medium-term target 
of a 6 per cent operating 
margin, compared with a 
margin of 4.B per cent 
achieved in the latest six 
months. 

Although the maiden 
results disappointed some 
investors. Mr Bilger 
announced an ambitious 
jfAn to double its annual 
1 venues in the US. cur- 
rently Ecussom t£690m), 
within five years, mainly 
through acquisitions. 

Alstom, with sales of 
Ecu M bn a year and best' 
known for Us Euro star 
high-speed trains, is proba- 
bly better prepared for the 
euro than most companies. 

Of its top 300 managers, 
13U are French, 80 British 
and 40 German. It is one of 
the few companies to base 
its accounts on Ecus - into 
which euros will be con- 
verted on a 1:1 basis - and 
has had this policy since it 
started in lHffii. 

Mr Bilger. who became 
chairman of the group three 
years ago. after being chief 
executive since 1991, is cred- 
ited with successfully man- 
aging the difficult job of 
stitching together two com- 
panies that saw themselves 
as "national champions" in 
their respective countries, 
and which were bitter rivals. 

“He is an inspiring leader 
- tough hut fair." says one 
colleague. 

Alstom's electrical engi- 
neering activities were previ- 
ously run separately by GEC 
and Alcatel. Au essential 
part of Mr Riiger's job. there- 
fore. has been the creation of 
an international coc.pany 
culture. He says thit has 
required, among other 
things, the “rooting out" of 
French or British centres of 
power within Alstom, and to 
“prevent them irum re-form- 
ing". 

In this job. Mr Bilger has 
the useful qualification of 
coming from Alsace in east- 
ern France, a region which 
has changed hands with Ger- 
many many times over the 
centuries, and which is now 


one of the more internation- 
ally oriented parts of the 
country. 

He speaks German as well 
as English (which Alstom 
adopted back in 1989 as its 
official working language). 

Over lunch at his office 
near the Arc de Triomphe, 
Mr Bilger says he is confi- 
dent Alstom will avoid the 
pitfalls that have dogged pre- 
vious Anglo-French alli- 
ances. 

He guffaws when refer- 
ences are made to the most 
recent, spectacular failure at 
cross-channel co-manage- 
ment: a revolutionary part- 
nership between a French- 
man and an Englishman 
who tried (unsuccessfully) to 
run Liverpool football club, 
one of Europe's leading soc- 
cer teams. It ended with the 
departure of Roy Evans, the 
British partner, leaving 
Gerard Houllier in charge. 

Mr Bilger says such 
traumas will not happen at 
Alstom, partly because of 
initiatives by the company's 
executive board (of which 
seven are French and four 
British) to set up a number 
of "horizontal" channels for 
people In different parts of 
the company to talk to each 
other. 

Executives in the part of 
Alstom making industrial 
drives, for instance, can 
exchange ideas about pur- 
chasing or financial manage- 
ment with their counterparts 
in electricity distribution. 
"This system helps to mobi- 
lise management and con- 
centrate minds on the 
need to grow profits." he 
says. 

Another of Mr Bilger’s 



weakening global economy. 

Alstom may face a few 
tough years as a result of the 
crisis in Asia which, until 
recently, was considered a 
huge potential market. 

Mr Bilger says he is not 
too worried by the slowdown 
in Asia on the grounds that 
other parts of the world may 
make up some of the short- 


An essential part of Mr Bilger’s job 
has been the creation of an 
international company culture 


challenges has involved cop- 
ing with Alstom's transfor- 
mation into a publicly- 
quoted company. 

Alstom's share price has 
fallen 40 per cent since the 
June flotation because of 
investor uncertainty over a 


fall in demand. Even so. Asia 
last year accounted for 19 
per cent of Alstom's sales, a 
proportion which is likely to 
drop sharply in the next two 
years. 

An important part of Mr 
Bilger’s strategy, therefore. 


is the effort to expand in the 
US, where the company 
employs only 3,000 people, 
compared with 40,000 in 
France and 22,000 in Britain 
and 110,000 worldwide. 

Alstom's strongest card in 
the US may be the division 
that sells trains and other 
transport-related equipment 
such as signalling - which 
has recently won important 
contracts (in collaboration 
with Bombardier of Canada) 
to deliver rolling stock and 
other systems for railway 
projects in New York and 
Chicago. 

Mr Bilger believes this 
part of Alstom, accounting 
for a fifth of sales, could 
grow considerably in the US, 
given that municipal author- 
ities are showing a renewed 
interest in rail systems. As 
with other parts of the com- 
pany, changes in technology 
are having a big impact on 


Essential Guide to Pierre Bilger 


Bom: May 27 1940, in Colmar, eastern 
France. Has two brothers, one a university 
professor and the other a lawyer. Helped out 
in his early years with his mother's 
farm-equipment business which supplied 
tractors and similar machines to farmers in 
the Alsace region. 

Education: Went to Institut d'Etudes 
Politiques and Ecoie Nationals 
d’Ad ministration, traditionally academies 
attended by the high-ftyers of the French 
business and government worlds. Studied 
economics, finance and politics. 

Government and business careen 
Joined French ministry of economy and 
finance in 1967, occupied several senior 
posts including that of budget director - the 
top civil service post in the public spending 
directorate. 

Left in 1982 to join Compagnle Generate 
d'ElectricitB, the then state-owned French 
electrical engineering group which was 
privatised In the 1980s and rechristened 
Alcatel Aisthom (later shortened to Alcatel). 
Alcatel teamed up with GEC of the UK fri 
1989, pooling their electrical engineering 
interests In the joint venture, now called 
Alstom. Mr Bilger played a crucial rote, first 
as one of the joint venture's managing 
directors and then, from 1991, as chief 


executive. In 1995 he took on the additional 
role of chairman. 

Business philosophy: Developed a good 
working relationship with Lord Weinstock, 
the former managing director of GEC, from 
whom Mr Bilger reckons he learned a lot 
about financial controls. 

Has tried to get the best out of his French 
and UK managers in Alstom by holding lots 
of joint meetings (In which English is the 
chosen language, even though French 
people outnumber UK staff in the company 
by 2:1). Also says German managers can 
add useful cultural characteristics because 
of Germany’s post-war business tradition of 
“managing by consensus" with lots of 
dialogue with the workforce. 

Stopped short of marching his managers 
into the desert for bonding sessions - the 
route said to have been taken by 
Jean-Marie Descarpentries, chairman of 
Camaud-Metai Bax, another big 
Franco- British business venture. 

Has instead adopted a lower key 
approach, organising seminars - which he 
believes work very effectively - “deep in the 
countryside" of the respective countries. He 
has strong ties with the UK: his 
daughter married an Englishman and 
5ves in Bath. 


the business, be enthuses. 

For instance, Alstom has 
developed a propulsion sys- 
tem for electric trains that 
uses new, high-power semi- 
conductor chips to control 
motors. The new technology 
has greatly Increased the 
motors' efficiency, as well as 
saving on energy and run- 
ning costs. 

Though not an engineer 
himself (he studied politics 
and economics) Mr Bilger is 
enthusiastic about the con- 
tribution of Alstom’s 10,000 
or so engineers - of whom 
3,000 are software experts. 
“A decade ago, it was possi- 
ble to talk about [the electri- 
cal engineering business] as 
being mature. That is not 
the case any more,” he says. 

One big strategic question 
for Mr Bilger - and for his 
partners at GEC and Alcatel, 
each of which continue to 
hold equal stakes erf - 24 per 
cent in the company - will 
be the future of the power 
generation division that 
accounts for a quarter of the 
company's revenues. 

There has been specula- 
tion that Alstom may be 
tempted to sell this to one of 
the other big players in the 
industry - General Electric 
of the US is seen as the most 
likely buyer - in a move 
which would slim down the 
FTanco-British company and 
almost certainly increase its 
profitability. Mr Bilger does 
not deny something of the 
sort may happen. 

“We [Alstom's power gen- 
eration division] are a pivot 
in the game [of potential 
consolidation in the indus- 
try]. We could be attractive 
to a lot of people." 

However, closer to his 
heart, at least in the immedi- 
ate fixture, will probably be 
another pan-European busi- 
ness venture in which he 
takes a close interest This 
involves one of Mr Bilger's 
two sons who is setting up, 
with a British partner, a new 
company in information 
technology. 



LUCY KELLAWAY 


Making a meal 
of family life 


It has been suggested that we should 
treat home just (ike the office - turn 
breakfast into a scheduled meeting and, 
hey presto, the house is a happier place 


Work, most managers would 
agree, is one long meeting. 
You can try to keep 
meetings short and sweet. 
You can try to stop them 
swamping your day. But in 
the end there is only one 
sure way of avoiding them. 
And that is by going home. 

However, this exit route is 
now in danger. I have just 
been sent proof copies of a 
book which argues that the 
best approach to family life 
is to treat it as a meeting. 

Once you see breakfast as 
a structured meeting, the 
author argues, it will be 
goodbye to those 
bad-tempered mornings and 
hello to a happier, more 
meaningful home life. 

So last week I tried it I 
was in the ebair. 
metaphorically speaking. In 
actual fact I was charging 
about the room trying to get 
the four subordinates 
present to sit down in their 
chairs. One of them had to 
be strapped physically into 
his seat to keep him in place. 
Others had to be told more 
than once that the meeting 
was about to commence. The 
non-executive director, who 
was supposed to be present, 
was actually in bed upstairs. 
So for, so bad. 

1 had considered beginning 
the meeting with the 
minutes of the previous 
day's breakfast session but, 
remembering bow chaotic 
that had been, decided 
against it Instead, 1 
ploughed straight ahead 
with the agenda for the day 
before us. 

The main item was a plea 
for information on who was 
doing what, so that special 
equipment - recorders, 
swimming suits, etc - could 
be provided in plenty of 
time. While I spoke, the rest 
of the team made no 
pretence of listening, so 
intent were they on their 
own. conflicting agendas. 

One was blowing into a 
small plastic whistle, one 
was throwing toast on to the 
floor, another was 
side-tracking the discussion 
with requests for toys, 
treats, outings. 

A message came down 
from the non-exec upstairs 
that he would like to have 
his cup of tea brought up. 
More toast was thrown on 
the Door. Voices were raised. 
A motion put forward for 
chocolate spread was 
overruled by the chair. 

Later, the non-executive 
appeared and hijacked the 
discussion with a demand 
for an immediate search for 
a carrier bag to put his 
papers in. The meeting was 
hastily adjourned and the 
members dispersed for a day 
of further off-site meetings 
elsewhere. 

Nothing had been decided. 
Many words had been 
spoken, few of them made 
much sense. Another 
meeting was scheduled for 
the same time the following 
day. 

And so I came to see that 
there is nothing forced about 
looking on a family 

breakfast as a meeting. All 
the parallels are there, the 
only difference is that you 
have to make the tea and 
coffee yourself. 

Seeing breakfast as a 


meeting does little for family 
harmony, but it does have 
one advantage. If this is 
what meetings are like at 
home, then the ones that we 
grumble about in the office 
start to seem admirably 
orderly and decisive after 
alL 


Do managers have to be 
assholes? Do they have to be 
tough, ruthless bastards who 
drive through change at any 
cost? According to 
management thinker 
Sumantra Ghoshal, the 
answer is an emphatic ‘No'. 

In the FT last week be 
argued that there is nothing 
inevitable about the asshole 
school of management. Top 
managers could equally well 
be nice human beings were 
it not for the pressures Of 
investors, of journalists, of 
academics who cheer on, 
applaud and reward the 
tough guy. 

He concluded that it was 
the duty of “reasonable" 
people everywhere to preach 
the alternatives and make it 
clear that it need not be like 
this. 

In that case, I stake out 
my territory in the 
unreasonable camp. Prof 
Ghoshal may be right that 
the particular pressures of 
the City and Che huge pay 
packets of chief executives 
encourage some top men to 
be more ruthless than is 
strictly necessary. 

But it is all a matter of 
degree. Some toughness 
seems to me to be a 
requirement for any job in 
management That does not 
mean that everyone need be 
a mini A1 Dunlap, but that 
they will never get 
anywhere if they are 
Pollyanna either. 

Management surely is 
about taking difficult 
decisions in the Interests 
either of shareholders or (if 
one prefers) in the interests 
of the company more 
broadly. That means often 


having to pass over, demote 
or fire perfectly decent 
human beings, some of 
whom you may quite like. It 
means having to grow a 
thick skin and care little 
whether other people like 
you. Nice people mind if 
they hurt other people's 
feelings. They are 
self-effacing, generous, 
patient and sometimes have 
bouts of self-doubt. You 
would willingly offer them a 
seat at your breakfast table 
- but we unreasonable 
people should continue to 
insist that they never get 
anywhere near a seat on the 
board. 


Here's a lovely little thought 
for Thanksgiving that comes 
from Saxton Barapfylde 
Hever, the London -based 
headhunters. They have 
seized on this special day to 
send out to every head they 
have ever hunted a cute 
little brochure called Thank 
You. America... 

“Belatedly, this 
Thanksgiving, we'd like to 
say thanks for a few of our 
favo(u)rite [sic] American 
things." it says on page one. 
There follows a sugary list of 
the things for which the 
headhunter would like to 
thank America: For 
Hollywood. For Wall Street. 
For Women. After each item 
a link is made to a purported 
virtu*- of their firm. “Oh, aod 
for Headhunting,” the list 
finishes. “So thank you, 
America, for the most 
challenging and stimulating 
job in the world," 
it says. 

Why does this make one's 
flesh creep so? Surely we are 
immune to marketing 
gimmicks by now? Could it 
be that there is only one 
thing for which Saxton 
Bampfylde Hever genuinely 
wants to thank the US. and 
strangely it appears nowhere 
on the list Thank you, 
America, for paying us so 
many of your very lovely 
dollars over the years, the 
brochure should say. And 
please, please continue to do 
so Id future. 

U icy. kellawayia FT. com 
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The world’s top 500 survey. 

Who’s number 1? 
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The FT 500. The definitive company listing published with the Financial Times on January 21 and 22 1999. 
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Can you imagine 428,000 highly motivated people all working at 
the. peak of their potential? We can. Because now the organization 
that founded its own university in order to help its employees 


has united with the company that became 
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Is the Japanese language simply too polite 
to allow initiative, equal opportunities and 
market forces to flourish? 


Not many nations reaped 
their toilets. In Japan, 
though, half the population 
does. Or so I was told when 1 
started grappling with the 
Japanese language two years 
ago. 

For no sooner had l 
launched into my first 
wobbly "conversation", than 
a bombshell dropped: in 
Japan, my teacher 
announced, women are 
expected to say 
“honourable" toilet, by 
adding an “o” tu-tvara:\ But 
men are allowed to ignore 
the “o". But wasn't tills 
unfair? f asked, indignantly. 
After all. I had spent years 
trying to be treated equally 
with men at work. Why 
couldn't 1 speak like a man 
in Japan? My teucher 
winced. Leaving out the "o" 
would bo simply wrung, she 
insisted. After all. feminism 
aside. I was learning 
Japanese. So wasn't it 
important to be polite? 

It is a question thnt still 
haunts me after 18 months 
of working In Tokyo. More 
strikingly, it is also starting 
to worry the Japanese 
government, as the 
country's economic 
pressures mount. 

For with the traditional 
models of Japanese society 
coming under strain, some 
academics and officials are 
now asking whether Japan's 
language is really able to 
promote future social and 
economic change. Can 
Japanese encourage 
concepts such as democracy, 
initiative, competition, equal 
opportunity and market 
forces. Or is H simply too 
polite? 

The debate has already 
spawned a government 
committee. From next 
month. the Ministry of 
Culture will ask a panel or 
experts to decide whether it 
Is time for the government 
to tell citizens to tone down 


their etiquette. "We need to 
consider how to use our 
language of respect in the 
modem world," explains 
Ayako Asamatsu, a ministry 
bureaucrat. "It may not be 
easy to agree." 

That seems a - polite - 
understatement For the 
toilet-respect is merely the 
Up of a linguistic iceberg 
that looks ill-suited to 
egalitarian concepts. 

Women. Tor example, are 
expected to “respect" items 
such as sushi, water, fish, 
and sake. They often talk in 
high-pitched “baby" voices 
to be “polite". They also use 
different vocabulary from 
men (women say watashi for 
“me" - but men say boku). 
And Japanese has multiple 
grammatical structures to 
show whether a speaker Is 
considered above, below or 
equal to the listener in 
status. Unsurprisingly, 
women usually show greater 
"respect". But this 
distinction also underscores 
office hierarchies and social 
life whenever a sentence is 
uttered. 

This creates a minefield 
for foreigners. 1 have 
discovered, for example, that 
I cannot learn Japanese by 
mimicking people around 
me. since 1 sound like a 
cross between an excessively 
humble receptionist and a 
male banker. Indeed, many 
foreign women find it hard 
to stop their voices wobbling 
between wildly different 
pitches. Alex, an FT female 
colleague, for example, keeps 
changing her answering 
machine message, because 
she “squeaks" in Japanese 
and "growls" in English. 

But it also creates hazards 
for Japanese who flout the 
traditional hierarchy. It is 
difficult for a rapidly rising 
junior to express an 
independent - or dissenting \ 
- view to a senior politely. It J 
is doubly difficult for the few 


women in senior positions to 
express imperatives. 
Meanwhile, Michiyo. a 
Japanese FT colleague, finds 
the status Issue so 
excruciating that she 
sometimes interviews male 
bureaucrats in English, to 
avoid excessive “respect." 

The linguistic politeness 
goes hand-in-hand with 
considerable ambiguity that 
leaves it difficult to express, 
for example, the legal 
concepts required for Big 
Bang deregulation. It also 
often makes it difficult for 
Japan's government to talk 
in terms that Anglo-Saxon 
investors understand. This 
week, for example. Taichi 
Sakai ya, head of the 
Economic Planning Agency, 
cheerfully admitted that his 
promise to “double the 
country's living space" was 
not meant to be believed. 
“Japanese has lots of 
slogans, but they don't mean 
what they seem." be 
explained to startled foreign 
journalists. 

The language is even 
dividing Japanese society. A 
few teenage female rebels 
have deliberately started to 
use male words to shock. 

But in the business world 
linguistic inflation has 
started: companies are now 
training female staff to be 
increasingly “polite" and 
“fe minin e" to win 
customers. Meanwhile, 
children are increasingly 
unable to use the language 
their parents and 
grandparents expect “Young 
people just don't practise 
using polite speech any more 
at home." explains Shinji 
Shinoda. headmaster of a 
Tokyo secondary school. “It 
makes it hard for them later i 
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Respect in store; shop assistants greet customers 


on. 

Is there a solution? 
Traditionalists want the 
schools to enforce “polite" 
speech to harmonise society. 
But Mr Shinoda suspects 
that a more streamlined 
language might be more in 
tune with democracy. 
Meanwhile, the ministry is 
still struggling to find a 
Japan ese-style consensus. 
After a year of debate, its 
preliminary report makes 
the uncontroverslal 
observation that politeness 
is still needed in Japan - but 
"people should use their own 
judgment'’ in deciding how 
polite to be. 

More practical government 
recommendations will not 
emerge for another year. 

But. in the meantime, there 
Is a solution to the toilet 
issue, at least For aside 
from the Japanese o-tearai. 
young Japanese are 
increasingly using the 
Anglicized word, toirc. And 
foreign words do not need an 
“o". from men or women. 
Perhaps western toilets are 
considered too lowly. 1 
would prefer to think, 
though, that they are too 
egalitarian. 


■Bn MBA folklore has ft 
f that no one gets max- 
IWrinmm points in the 
GMAT, the test required for 
entry to all the best business 
schools. Not true. 

Every year a tiny handful 
of the 230.000 would-be MBA 
students who take the test 
score the maximum S00 
points. 

The Graduate Manage- 
ment Admissions Test is 
required by nearly 900 busi- 
ness schools around the 
world as a prerequisite for 
admission to an MBA pro- 
gramme. Though the test 
contains some essay ques- 
tions, the GMAT is essen- 
tially a multiple-choice test 
that covers mathematical 
and verbal reasoning and 
analysis. 

According to the Educa- 
tional Testing Service in the 
US, which designs the 
GMAT. in any given year up 
to 50 test takers will score 
ma ximum points. So what 
lies behind the achievement 
of these exceptional stu- 
dents? 

Soren Hein, a GMAT top 
gun who graduated from 
i nspflri thi'q summer and now 
works as a senior marketing 
manager for Siemens in Ger- 
many. says that he just 
bought a book of test exams 
on a business trip to the US 
and worked through them. 
“Getting 800 was pleasant 
but 1 was just out to gat a 
reasonable score," he says. 


Paul Armstrong, a first- 
year MBA student at London 
Business School, says he was 
nervous about taking the 
GMAT even though he 
scored 800. “For example, I 
hadn't done any English 
grammar for a long time. 
That was one of the hardest 
parts and for me required 
the most preparation." 

Oue first-year student at 
the Darden School at the 
University of Virginia fa sur- 
prising number of top-score 
students are shy of their suc- 
cess and want to remain 
anonymous) says he, too, 
was surprised to get 800. T 
think it was just a good 
day," he says. “Before the 
test I had done some study 
with a practice book, mainly 
trying to get my times 
down." 

One recent graduate from 
the University of Chicago 
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automatic acceptance by the 
school of your choice. 

“I applied to four and two 
turned me down so maybe 
the GMAT has more value at 
some than at others - per- 
haps schools with a high 
emphasis on numbers and 
maths." says the Chicago 
graduate. 

However, Mr Armstrong at 
LBS, who only applied to 


A maximum score does not appear to 
guarantee automatic acceptance by 
the school of your choice 


now works as a management 
consultant in New York. He 
also scored 800 but prefers to 
keep his identity secret “I 
thought the maths was easy 
pnnng iv though I did some 
brushing up on things like 
geometry, and the English 
was pretty straightforward. 
But I didn't think it was 
easy," he says. “I thought I 
had done well but I didn't 
come out saying 'I've 
destroyed the GMAT." 

Perhaps surprisingly, get- 
ting a maximum score does 
not appear to guarantee 


one school, says: “Getting 
800 did make me more confi- 
dent about applying because 
1 had taken a year and a half 
out for a world tour and I 
thought that might count 
against me In Sot I now 
realise it was probably seen 
as a plus." The GMAT is fre- 
quently criticised for an 
alleged cultural bias towards 
English-speaking North 
Americans. But while most 
top-score students go along 
with that to some extent, 
few can think of an alterna- 
tive. 


“I think it may be a bit 
culturally biased towards 
native English speakers," 
says Mr Armstrong, an Aus- 
tralian. “But if you can't do 
the GMAT in English then 
you won't be able to cope 
with an English-language 
MBA." 

Siemens manager and 
Insead graduate Mr Hein is 
Danish but says that only 
created a few problems for 
him in the test T did my 
PhD at Berkeley in the US 
and my wife is French and 
we tend to speak English 
together. But yes, I had more 
slack in the mathematics 
than in the comprehension.'' 

AG of the top scorers inter- 
viewed took the GMAT in its 
old “paper and pendT for-' 
mat. It is now taken via com- 
puter with only one question 
on screen at a time and no 
chance to go back to ques- 
tions or change answers. 
Some of (he top scorers 
think this could wen reduce 
the chances of maximum 
points. Certainly ETS is not 
anticipating any significant 
increase in maximum scores 
following the change. 

So how do you get the top 
score? The answer it seems 
is just to practise. 


Mr Armstrong, for exam- 
ple, spent around 15 hours 
over a fairly long period 
doing the tests and then 
undertook a solid three days 
of practice just before taking 
the GMAT. 

Chicago graduate Mr 
Jones says his advice would 
be to practise and be famil- 
iar with the test. “Be com- 
fortable when you walk in 
that you are not going to be 
surprised. I am also not keen 
on strategies, in which effec- 
tively you try to trick theses 
test I think you can spend 
too much time on that and 
not pay attention to the 
questions." 

Insead graduate Mr Hein 
says: T don't think a high 
score should be a goal. 
That’s not going to help you 
in life. But if you think you 
might he borderline, then 
perhaps you should take a 
course or something Like 
that" ‘ 

But in any case, all of the 
top-scorers are commend- 
ably relaxed about their 
achievement and most share 
the view of Mr Armstrong at 
LBS. “I don’t see getting 800 
as a huge deal,” he says. 
Tm more impressed with 
other things I’ve done." 
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BUSINESS EDUCATION INSEAD 
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Seat of learning gets itchy feet 


Della Bradshaw on the need to expand that Is driving an 
ambitious French-based institution to look abroad 


« Antonio Borges, dean 
of Insead, widely 
regarded as Europe’s 
leading business school, is 
threatening to uproot the 
school and move It to Ger- 
many or Switzerland if he is 
not allowed to expand on the 
existing site at Fontaine- 
bleau, just outside Paris. 

Prof Borges, who is Portu- 
guese. has been In conflict 
for some time with the 
authorities in Fontainebleau 
about plans to expand the 
school, which is situated in 
the beautiful forest of Fon- 
tainebleau. The local author- 
ities appear adamantly 
opposed to any further 
expansion of the school at 


the expense of the forest. 

Most recently the school 
bought a building dose to its 
existing site but has been 
unable to get planning per- 
mission to convert it for use 
as part of the school. 

With plans well advanced 
for Insead to open a dupli- 
cate site in Singapore, Prof 
Borges is unwilling to split 
the existing European site, 
insisting that operations 
should be in one place. 

In an extraordinary piece 
of brinkmanship. Prof 
Borges is threatening to 
move the school in its 
entirety to another Euro- 
pean location. Possible new 
venues would Include sev- 


eral sites in Germany, or 
Geneva in Switzerland. This 
would put Insead in direct 
competition - at a local as 
well as an international level 
- with one of its biggest 
European rivels, IMD in Lau- 
sanne. 

Insead was set up in a 
monastery in Fontainebleau 
In the early 1960s as a busi- 
ness school for Europe. In 
1967 it moved into the first 
of the purpose-built build- 
ings on the site today. Kie 
move out of the monastery 
meant that Insead was able, 
for the first time, to allow 
women on its MBA pro- 
gramme. The first two 
women graduated in 1968. 


The original aim for this 
new European business 
school was for it to have an 
Intake of largely French, 
German and UK students. 
However, today Insead has 
one of the few truly interna- 
tional student bodies with 
course participants from 
almost every country in the 
world. 

Since the 1960s the school 
has grown extensively. 
Today it has two intakes a 
year on its one-year MBA 
programme with nearly 500 
students a year participating 
in the two courses. It also 
has an extensive portfolio of 
executive programmes - 
they account for about half 
the school's revenues. 

Insead plans to launch its 
first MBA programme in 


Singapore in January 2000. ' 

When the second site in j 
Singapore is open there will [ 
be high-technology links j 
between the sites In Europe | 
and Asia which could be : 
used to deliver programmes I 
internationally or to enable 1 
faculty to hold meetings as if 
they were on a single site. 

Initially the Singapore site 
will be just half the size of 
its European model, but jfc-., 
within 20 years it. too, 
should have doubled in size. 

With the effective use of 
technology such a central 
plank to the successful 
operations of the two sites, 
time is running out for Prof 
Borges if he plans to carry 
out his threats to resite one 
of Europe's largest business 
schools. 


BUSINESSES EDUCATION 


A SIMPLE EQUATION 
FOR A SUCCESSFUL 
DISTANCE LEARNING 
MBA PROGRAMME 


Continuing your business education? 
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Tlie financial Times Mastering 
Management Review >sa 
monthly title written by the - 

world’s leading business 
academics and practitioners. 


Henley answer 
to question 
of degrees 
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For as (rttie as £4 a month Well 
help you. to improve your under-, 
standing of management trends. 
. Plus you'll have access to our 
■ Resource website fw father . 
rofereriedmate^ 
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. . . visit us in the MBA area at GMEX under the 
FT Mastering banner. 
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Henley Management College 
in the UK has set up two 
separate divisions to deal 
with its degree and 
non-degree progra mm es. 

Henley Graduate Business 
Studies will handle the 
college’s degree 
programmes, notably its 
d is t an ce teaming and 
■fuH-tfane MBAs, while Henley 

Executive Development will 

in future took after the short 
executive and in-eompary 
programmes; 

Hand-to-hand with the 
| restructuring, Henley has ~ 
announced its latest 
package of executive 
courses, which range from 
senior management 
programmes to courses to 

muiticufturaJ team- 
working. 

Henley. wmrtenlaymcocMk 


win send between 15 and 20 
MBA students each year to 
the University of Bradford 
Management Centre, to the 
UK. 

The exclusive open-ended 
agreement is for managers 
from Bayer sites around the 
world to complete the 
one-year, full-time 
programme. 

The MBA course is part of 
Bayer's management- 

apprenticeship scheme. 
Bradford: wwwJycadac.uk/ 
index-html 


Sainsbury’s 

students 


for about 10 per cent of the 
class. 

• The Judge Institute has 
lured George Yip, former 
business strategy professor 
at the Anderson school at 
UCLA, away from California 
to take up a new position in 
Cambridge. Prof Yip has 
been appointed the first 
Beckwith professor at the 
Judge, a char recently 
endowed by Peter 
Beckwith, a property 
entrepreneur. 

Judge Institute: 

www.pms.camac.uk/mba 
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Bradford’s 
Bayer deal 


BOSTON UNIVERSITY 
BRUSSELS 
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Bayer, the multinational 
chemical and 
pharmaceutical company, 


Rve students on this year’s 
fan-time MBA programme at 
toe Judge institute in 
Cambridge have been 
| awarded Sainsbury's 
bursaries, which pay the 
course foes, in part or foil, of 
worthy students from the 
public sector. 

The five UK students have 
been involved to everything 
from anti-landmine charities 
to relief work in Africa and 
UK regeneration projects. 

With just 50 or so 
students on the Judge 
institute foB-tlme MBA. the 
five bursary holders account 


Armstrong 
goes south 


Tla financial Times, 0ns Ssuttiwark Brtdge, London SE1 BHL 
Td 44 171 873 4673 Fat 44 171 873 3SS0. 


The Cox school of Business 
at the Southern Methodist 
University, in Dallas, has 
appointed Marci Armstrong 
as its new associate dean of 
rn ®sters programmes. 

Prof Armstrong was most 
recently associate dean at 
Washington University's Ofln 
School, where she directed 
the school’s executive MBA 
programme. 

At the Cox school Prof 
Armstrong will be 
responsible for the folf-time 
MBA programme, the 
professional MBA, the 
executive MBA, some joint 
restore programmes and 
tos MS to accounting. 

Cox: www.cax.srrar.edu 
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! WES S TRAVEL CUTTOjeCOSTC 

Journeying 

into the 

unjustified 


INSIDE TRACK 


Computers may soon 
be assessing 
whether your trip is 
really necessary, 
says Amon Cohen 

"Is your journey really 
necessary?" a British pro- 
* apaganda poster asked 
civilians during the second world 
war. It is a question companies 
may well ask of their executives 
as they seek to cut business 
travel costs. 

Although travel agencies -can 
supply managers with informa- 
tion about their subordinates* 
travel plans, flatter corporate 
structures make it difficult for 
them to veto the trip. 

“If we were to question them, 
travellers would always be able 
to come up with a justification 
for their trip," says Agi Charles, 
travel sendees manager for Syn- 
tegra. a BT subsidiary. In any 
case, she points out that with 
more tban 1.000 projects going on 
in her company, she would not 
have the time to scrutinise the 
information. 

As a result, the emphasis is 
shifting towards self-assessment 


Tom Stone. SmithKHne RAftcham 
travel man a g er, has a reproduc- 
tion of the “Is Your Journey 
Really Necessary?" poster on his 
desk. 

“1 am asking travellers to thipfr 
for a moment before making 
their bookings, something they 
don't necessarily always do." he 
says. “Could they makg one trip 
to the client instead of two? 
Could only one traveller go 

instead Of two? Instgarl Of Tnaferng 
a return trip to Paris on Tuesday 
and another to Brussels on 
Thursday, could they do it all in 
one itinerary?” 

Mr Stone also encourages SKB 
personnel to consider video-con- 
ferencing as an alternative. Tech- 
nology is improving rapidly. One 
example is Ohio-based company 
TeleSuite which offers a “virtual 
mirror". 

A group sitting in one location 
can look at a second group proj- 
ected life-size on to a giant 
screen. Both groups are in identi- 
cal rooms, giving the illusion 
that they are seated around the 
same table. TeleSuite is available 
at seven Hilton Hotels in the US 
at a cost of $200 an hour per site. 
The company is in partnership 
with Rosenbluth International in 



the US, and in Europe BTI UK 
Hogg Robinson has a similar 
arrangement with a videoconfer- 
encing company. 

Even so. Mike Platt BTI UK 
mmmorriai director, has discov- 
ered that video-conferencing is 
not always effective. “We find 
that the vast majority of video- 
conferencing falls are national or 
at least intra-continental, other- 
wise one group would be sitting 
there in their pyjamas and dress- 
ing gowns," he says. “Also, it 
helps to generate as much travel 


as it prevents. If you have a 
video-conference, the next logical 
step is to hold a meeting." 

Agi Charles has mixed feelings 
too. “Once video-conferencing is 
available on everybody’s desk- 
tops and laptops, it will become 

viable. I think Monday morning 

conferences and other regular 
meetings will disappear iu the 
next 12-24 months. However, I see 
no alternatives to meeting 
face-to-face for selling and buying 
or for installing and repairing." 

What companies probably need 


Shop around for the ‘supermarket 5 bargain trips 


Business travellers 
looking to save money 
* ’ a might try two of the big- 
gest travel internet sites to have 
arrived in Europe: Microsoft's 
ExpedLt and Travelocity, icrites 
fiadtcel Jafiey. 

In its first move outside North 
America. Expedia opened its 
doors to bookings in Australia 
and the UK over the past two 
weeks. 

Both Expedia and Tra velocity 
offer access to thousands of air- 
lines. hotels and car rental firms 
through a worldwide reservation 
system. 

Unlike an airline internet site, 
which offers only bookings on its 
flights, these multi-product 


“supermarkets” carry the latest 
details of night prices and avail- 
ability for every leading airline 
in the world. 

By entering details of depar- 
ture point, destination and flight 
times, travellers can search for 
the best travel arrangements. 
Credit card payments can be 
madp online. Both web sites also 
work with travel agents which 
can post tickets. 

Regular users can set up a per- 
sonal pr ofil e, av oiding the need 
to type in the same details, and 
to record preferred airlines and 
hotels. First-time bookings can 
take 20 minutes, but return visits 
are quicker. 

Simon Breakwell, Expedia gen- 


eral manager, expects small and 
medium-sized businesses to use 
the sate. In the US. where Micro- 
soft takes travel bookings of $7m 
(£4.4m) a week through Expedia. 
Mr Breakwell says 30 per cent 
comes from business travellers. 
“They are frequent-flier addicts, 
hut they don't book expensive 
tickets." 

Expedia is constructing a Ger- 
man language site to be launched 
next year. 

Low-cost carriers such as 
EasyJet in Europe and Southwest 
Airlines in the US have been at 
the forefront of the aviation 
industry's acceptance of internet 
bookings. EasyJet has been tak- 
ing bookings for six months. 


Spokesman James Rothnie says 
7 per cent come via the internet 
and he expects that to rise to 30 
per cent by tbe end of 1999. 

• AlcateL the French telecom- 
munications group, is launching 
a Webphone in February which 
will give instant access to the 
internet and e-mail simply by 
pushing buttons, writes Gillian 
Upton. The Webphone has good 
telephone quality and incorpo- 
rates a tactile colour screen, mea- 
suring 7'/iin diagonally, but no 
mouse; instead users point with a 
plastic pen. It also incorporates a 
fast modem f33.6). internet 
browser application and elec- 
tronic address book. 

It will retail for around *400. 


most are guides to the most 
appropriate form of interaction. 
Both Rosenbluth and BTI UK are 
working on a system that would 
allow clients to forecast the value 
they would derive from a busi- 
ness trip, or whether a cheaper 
form of communication, such as 
video-conferencing or even 
e-mailing, would suffice. 

“The idea is to break a corpora- 
tion’s trips down into categories, 
such as engineering, internal 
meetings and sales drives," says 
David Young. BTI UK technolog)' 
director. “We would then ask 
what the corporation expects 
from these events and how their 
success would vary according to 
the type of interaction." 

The aim, be says, is to “tell the 
company which type of commu- 
nication it needs to achieve a par- 
ticular layer of benefits". 

US companies in particular, 
according to Mr Young, are 
investing a great deal of time in 
this sort of evaluation. BTI UK is 
at an early stage of its plans but 
Danamichele Brennen O’Brien. 
Rosenbluth chief travel scientist, 
claims she will produce a proto- 
type in January 1999 that will 
interact with clients' human 
resources and finance systems. 

Travellers, therefore, may soon 
find it is their computers, not 
their bosses, which tell them 
whether their journey is really 
necessary. 



TRAVEL UPDATE 


A slow front desk 
can cost business 

Slow service at the front desk 
costs hotels business. That was 
the dear message from research 
undertaken by Mori on behatf of 
tee Forte group. Location 
remains the key consideration 
when travellers decide where to 
stay. But tee survey showed that 
when hotels are equally 
convenient and offer broadly the 
same value and standard of 
service, a prompt and efficient 
check-out gives teem a crucial 
competitive edge. When guests 
were asked to list the 10 factors 
that might swing teak choice of 
accommodation, they rated a 
swift check-in second most 
important, with speedy response 
to complaints in third place. 
Hotels tempted to dispense with 
restaurants should note that the 
food quality was seen as a more 
persuasive element than rapid 
room sendee, which lagged in 
eighth place - just ahead of a 
warm welcome by bar staff. 

Pressure on agents 

Travel agents are coming under 
intense pressure to charge 
customers fees for their services 
instead of relying on commission. 
Many do already, but as airlines 
step up efforts to cut costs by 
capping commission, hundreds 
more are expected to make the 
switch. Last week two leading 
US carriers, American and Delta, 
followed United Airlines in 
announcing they would limit 
payments to agents selling 
tickets for international flights at 
8 per cent of the fare - or a 
maximum $100 per round trip. 
The latest cost-cutting moves 
affect only North American 
agents, 64 per cent of whom are 
reckoned to be charging fees. 
American said it had no 
immediate plans to do the sane 
in Europe. However, some 
European airlines, including 
British Airways, are also seeking 
to contain distribution costs and. 
if recession starts to cause 
serious pain, the movement 
could become a stampede 

Looking to the Gulf 

Shangri-La, the five-star Hong 
Kong-based hotel group, is 
negotiating to open a hotel in the 
Gulf - its first In the Middle East 
The company has been a niche 


player in Asia but the region’s 
continuing economic woes have 
fuelled its enthusiasm for 
diversification. Meanwhile it is 
building three properties in 
China, despite nagging fears 
about the country's ability to ride 
out the crisis. Next year it plans 
to open hotels in Harbin and 
Wuhan with 346 and 507 rooms 
respectively. Next summer it will 
open its fourth in Beijing, 
a 487-room property in the 
Kerry Centra 

Stansted slots 

Scarcity of suitable take-off and 
landing slots at London 
Heathrow is the principal reason 
why Lufthansa has launched its 
first service to Stansted. The 
German airline begins flying there 
from Munich today, with 
introductory fares starting at just 
under £80 return, including taxes. 
The airline says: “Slots are 
becoming very hard to get at 
Heathrow but that is not the only 
reason for this move. We believe 
there are many travellers in north 
London, tee east of England and 
the Midlands who simply do not 
want to struggle aroimd the 
M25." Conventional airline 
industry wisdom says that it 
makes little sense to split 
operations unless tee intention is 
to develop further services from 
tee alternative airport “We will 
certainly look at other routes 
from Stansted," said Lufthansa, 
“but we are committed to 
nothing yet." Lufthansa is 
operating three flights a day, 
departing from Munich at 7am, 
midday and 5.30pm and 
from London at 8.25am, 1.30pm 
and 7pm. 

New budget hotels 

The proliferation of budget hotels 
in the UK continues apace. 
Granada's Travelodge chain 
plans to open 35 new properties, 
mainly in city centres, next year 
in a £100m expansion drive. 
Competition in tee sector is so 
fierce that tee company is 
guarded about revealing 
locations, but it will include one 
in Nottingham. Prices start at 
£55.95 a night, and the hotels 
offer fax machines and meeting 
rooms for business travellers, 
and an account card 
membership schema 


Roger Bray 


Renaissance Person 
wants hotels that offer 
excellent deal. 
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(Without taking a gamble 
on luxury.) 
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Introducing the Asia Pacific 


Renaissance Business Package 
Rates starting from US$50 
Upgrade to* next avaiiable room category 


^ J ■ Free breakfast daily 

• Late checkout until 18:00 hours 

• Free pressing of up to 3 garments 


!f- * 4 1 -Ui'j t v v (0* 


Offer is available through February 16, 1999 at Asia Pacific Renaissance Hotels only. 
So call today and ask for the “Renaissance Business Package" rate code “RENX.” 


It's time for a Renaissance. 


RENAISSANCE. 

HOTELS AND RESORTS 


Rates ana package component vary by property an a space 
available bass and are subject to local e»change rales. Free aadv 
fcreaMast lor one gu&t only. 

For reservations and ioforaatioo: 

Asa: Australia: 1 ECO 222 431 Hong Kong: 852 1525 5966 
Indonesia: 001 500 852 2434 Japan: 0120 222232 
Malaysia: 1 000 807706 New Zealand: 08CG 4-1 1111 
Singapore: 800 852 3124 South Korea: 00798 852 12436 
Taiwan: 0080 85 5316 Thailand: CCiI 300 852 2435 Tokyo: 
81 3 5405 1511 Emopm Austria: GSCG 201 386 Belgium: 
0800 13219 Denmark: 80 01 0113 England- 0800 181737 
Finland: 0800 14423 France: 0300 906 M0 Germany: 
0130 812 340 Hungary: 00300 1 1914 Ireland 1 SCO 252 627 
Italy: 167B 72090 Daembourg: 0800 2270 The Netherlands: 
0800 022 7337 Norway: 800 11022 Portugal: 0505 44 1107 
Spam: 900 98 8917 Sweden: 020 795 10” Switzerland: 
0800 552 620 MMflff East: Israel: 177 440 447? 

Wareat rt-n3Esancetoiete.com 

Asia Pacific Renaissance Hotels and Resorts: 
Malaysia: New World Renaissance Kuala Lumpur Hotel • 
Renarssartee Kuala Lumpur Hotel • Rera-ssance Palm Garden 
Hotel • Renaissance Meteto Hotel • Penassante Sarniakan 
Hole! • Manila: New 'World Renaissance Hotel Makati City ■ 
Myanmar: Renaissance Inya Lake Hotel. Vangon * 
Kona: Renaissance Seoul Hotel ■ Hoag Knag: Renaissance 
Harbour View Hotel ■ New World Renaissance Hotel, tew. toon • 
Japan- Renaissance Support' Hotel ■ Renaissance Tokyo Hotel 
Ginza Tobu • Renaissance Gifu Hotel • Renaissance Nai-jto 
Resori • Renaissance PHnawa Fesmi • Vietnam: New World 
Renaissance Saigon Hole!. Ho Shi Minh Cilv • India; 
Renaissance Goa Resort ■ AostzaHa: Renaissance Sydney Hotel 

Otter Renaissa nc e Locations: 

Empm Austria: Vienna 12). Salzburg • Czech Republic: Prague 
“ France: Paris • Germany; Chemnin. Cologne. Dusselflorf. 
Hamburg. Karlsruhe. Leipzig Munich ■ Russia: Moscow • 
Switzerland: Zurich ■ The Netherlands; Amsterdam ■ 
United Kingdom: London Heathrow • Turley- Antalya Istanbul • 

4 InWto East Egypl: Alexandra ■ Israel: Jerusalem • 
*or» America: Arizona: Scottsdale • California; Beverly Hins. 
Indian Wells. Long Beach. Ltre Ai^gefes. ?on Francisco (2) » 
Colorado: Denver • Washington. D.C. -2' * Florida; Orlando i2l, 

St Petersburg • Georgia: Atlanta (31, Lake Lamer » Hawaii: Maui 

• Illinois: Chicago, Oak Brock. Springfield • Maryland: Baltimore 
■ Massachusetts: Boston * Missouri: 3L Louis • New fork: 
New TorV.. White Flams * Ohlfc Cleveland - Tennessee: NashvJie 

• Texas: Austin. Dallas (2). Houston ■ Washington: Seattle • 
Canada: British Columbia: Vancouver * Ontario- Niagara Falls ■ 
Son* America: Brazil: SSo Paulo - CariMmm Dominican 
Republic: Santo Domingo • Jamaica: Ochg Ros • U.S. Virgin 
Islands: fe Thomas 
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TECHNOLOGY interstellar travel 

Daring to 
reach for 
the stars 


The exploration of 
deep space is no 
longer the stuff of 
dreams, writes 

Leonard David 

The first component 
of the $40bn <£25bm 
International Space 
Station may have been lifted 
into orbit late last week, but 
some space experts are 
looking well beyond the 
immediate rieinity of earth. 

Across vast distances of 
space, their quest is the pale 
blue dots which whirl 
around their parent stars in 
a celestial comfort zone 
which scientists call the 
“Goldilocks region". 

It is a setting on a solar 
system thermostat where a 
planet is neither too close to 
a sun - and therefore too hot 
- nor too far away and left 
out in the cold. 

Such a temperature set- 
ting has been “just right" for 
life on earth. Now the US 
National Aeronautics and 
Space Administration (Nnsa) 
is beginning blueprinting 
new telescopes to spot earth- 
like worlds in the galaxy and 
considering ways to send 
robotic craft to take a closer 
look. 

Work is under way to 
launch an interstellar probe 
next century on a journey to 
survey a distant star and its 
companion planets. A study 
team at Nasa's Jet Propul- 
sion Laboratory (JPL) in 
Pasadena. California, has 
sketched out a technology 
roadmap for an interstellar 
mission. Possible targets 
could be the closest stellar 
objects observed beyond our 
solar system, the three-star 
system of Alpha Centauri. 
some 4.3 light years away. 

This is where the enormity 
of space begins to seep in. A 
light year is the distance 
light travels in a year at a 


speed of 298, 05ikm per sec- 
ond. That adds up to 9.410bn 
kilometres, putting Alpha 
Centauri's trio of stars at 
more than 40.000bn kilo- 
metres away. 

“You have to be thinking 
in a visionary' way to think 
of sending a spacecraft to a 
neighbouring, nearest star." 
says Charles ElachJ. JPL's 
director for Space and Earth 
Science Programs. "What we 
are looking at now. first, is 
what is the technical feasi- 
bility of such a mission. I 
don't think we will be going 
on this endeavour in the 
next five years. It’s really a 
vision for the next 25 years." 

Earlier this year, a JPL- 
spnnsored workshop on 
robotic interstellar explora- 
tion in the next century 
brought together top scien- 
tists and engineers to start 
the master planning. 

A leading scenario is use 
of ultra-thin “light sails", 
pushed to one-tenth the 
speed of light by laser beam. 
The sail would be the space- 
craft. embedded with micro- 
electronic devices to carry 
out science duties at the end 
of its trek, relaying images 
and data back to earth. 



power levels are still in the 
dream stage, but are consid- 
ered to be attainable in the 
future. Furthermore, 
decades or flight by the craft 
would require autonomous, 
highly reliable systems. The 
vehicle would have to repair 
and maintain itself. 

One workshop idea is to 
launch a train of interstellar 
probes that would, one by 


‘You have to be thinking in a visionary 
way to think of sending a spacecraft 
to a neighbouring, nearest star’ 


“Beamed energy gets around 
the rocket equation {hauling 
up Into space rocket stages 
packed with fuel to gain the 
necessary momentum] 
because you don’t have to 
carry your fuel. You essen- 
tially leave your source of 
energy at home," says JPL. 

However, tens of gigawatts 
of laser power may be 
required to beam a robot 
light sail accurately on a 
star trek mission. Those 


one. enter a distant solar 
system, each relaying to the 
following probe what it has 
learned. The last vehicle in 
the chain would assimilate 
all the data, perhaps going 
into orbit around a planet. 

These ideas could bring 
benefits closer to home. “If 
you have the capability to go 
interstellar distances, that 
same capability would make 
exploration within our own 
solar system really simple." 


says Geoff Landis, a senior 
researcher at the Ohio Aero- 
space Institute in Cleveland. 
Ohio. 

Dr Landis says flying a 
thin-film solar sail - similar 
to a light sail, but using pho- 
tons of energy from the sun 
for a push instead of a 
directed laser beam - would 
be an early experiment. “We 
need to get a functional solar 
sail up and actually sail It 
somewhere, like to Mercury 
or Venus or an asteroid. 
Once a sail has been demon- 
strated. more ambitious con- 
cepts would be a lot more 
credible," be says. 

JPL also believes the inner 
solar system can be used as 
a proving ground for inter- 
stellar travel technologies. 
For Instance, light sails 
pushed through space by 
laser energy could enable 
package delivery of medi- 
cines or spare parts to future 
Mars expeditionary crews in 
10 days, rather than the 
many months typically 
taken by chemically pro- 
pelled rocketry. 

Another project is to hurl 
a spacecraft to a point where 


the sun serves as a gravita- 
tional magnifying glass. This 
phenomenon can be tapped 
by spacecraft to scan the 
surrounding universe in 
unprecedented detail. These 
"deep diving" forays would 
bone the prerequisite skills 
to mount a robotic interstel- 
lar flight within the next 25 
years, say Nasa planners. 

Why send spacecraft light 
years into space? One reason 
is that the census of extra- 
solar planets, specifically 
those earth-sized worlds that 
may harbour life, is expected 
to grow rapidly in the 
future. 

"In the not too distant 
future, we will have the 
technology needed to image 
any planets that orbit 
nearby stars,'' explains Dan- 
iel Goldin, Nasa administra- 
tor. “It may be possible to 
infer through spectroscopic 
analysis of their atmo- 
spheres or the colour of their 
oceans whether they are life- 
bearing. That would change 
everything ... no human 
endeavour or human 
thought would he untouched 
by this discovery." 



TIM JACKSON 

QN THE WEB 

Casting the net 




Impulse! Buy is aiming high with a sales 
system plugged into a multitude of sites 


Venture capitalists in the US 
are regularly presented with 
internet commerce start-ups 
that promise to achieve 
8100m in sales within three 
years. But high growth and 
high margins are rarely 
compatible. The few web 
businesses that can deliver - 
AOL, eBay. Yahoo!, Sot 
instance - are rewarded by 
the stock market. 

That is what makes 
Impulse! Buy Network, a 
start-up based near San 
Francisco airport, unusual. 

It has developed a software 
tool for consumer electronic 
commerce that its founder 
believes could not only turn 
into a SlOOm business in 
three years, but perhaps 
achieve gross margins as 
high as 70 per cent. 

Mark Goldstein. 36, says 
bis idea has two sources. 

One was QVC. the shopping 
channel, whose formula of 
showing TV audiences 
diminishing quantities of 
merchandise turned into a 
hfilian-dollar business in the 
1980s. His second starting 
point was the online auction 
business, where companies 
like Onsale built large 
businesses selling 
manufacturers' and 
distributors’ excess 
inventory by auction over 
the Internet. Successful as 
this was, Mr Goldstein 
believes It has done little for 
retailers who want to use 
the internet to liquidate 
excess stocks while 

maintaining their 

relationship with the 
customer. 

Hence the Impulse! Buy 
Network. It is a centralised 
system that allows 
merchants to issue 
fast-changing offers over the 
internet across many web 
sites. To save each merchant 
the time and trouble of 
striking a deal with each 
web site, Impulse! Buy aims 
to become 'a clearing house 
where parties on each side of 


the transaction can strike a 
single deal. A fee of 81,000 
buys a vendor distribution 
across many web sites, and a 
minimum 50,000 
‘impressions’- 

Once sales are generated, 

you then pay Impulse! Buy a 
commission of 8.75 per cent 
(3 per cent if you are in the 
lower-margin PC business) 
on each successful 
transaction. Impulse! Buy 
fhpn shares that revenue 

with the site whose visitor 
bought your product 

Tbe clever bit is that 
im puls e! Buy runs a ‘deal 
server 1 , based on Marimba's 
| Castanet technology. This 
allows it to manage 
thousands of short-term 
offers, either at fixed price or 
In an auction, across 
thousands of targeted web 
sites. In this way the 
company can satisfy 
successful portal sites, 
which want to ensure they 
are not wasting valuable 
‘real estate' on offers that 
may not bring in revenue. 
This is because Impulse! Buy 
can use live selling data to 
give greater exposure to 
offers that generate the best 
response. 

From a standing start just 
over a year ago, Mr 
Goldstein says the company 
has signed important portal 
sites, including ZDNet, 
PointCast Yahoo! and AOL, 
and prominent merchants, 
including Land's End. Avon, 
CyberShop, Etoys, CD Now. 
HeeLcom and Egghead.com. 

There are two secrets to 
this success. One is that Mr 
Goldstein has solid 
experience of growing 
companies quickly. This is 
his third business; the first 
an online broking pioneer, 
was sold to Reuters, while 
the second merged with 
Firefly, a company later 
acquired by Microsoft. 

The other is an astute 
strategy. He won the 
endorsement of Yahoo! by ' 


selling the company a 
minority stake, and roped in 
ZDNet by virtue of receiving 
an investment from 
SoftBank, ZDNet's Japanese 
parent These deals gave the 
company the credibility to 
s ig n up other big merchants. 

Recently, however, Mr 
Goldstein changed strategy. 
Rather than trying to sign 
up merchants one by one, 
the company now focuses on 
working with the portal 
sites. A deal with AOL. due 
to start last Friday, gives 
Impulse! Buy the job of 
managing AOL’s “deal of the 
day" promotions. 

The deal will not make Mr 
Goldstein rich directly: AOL 
is taking all of the 
commissions for itself, 
leaving Impulse! Buy only a 
fixed fee- But Mr Goldstein 
j realises that once AOL’s 
biggest merchants see that 
his system works on AOL, 
they will be keen to sign up 
to distribute their offers 
elsewhere on the web. 

I see only two 

uncertainties. One is that Mr 
Goldstein's determination to 
reach critical mass as 
quickly as possible - he 
wants to have 10,000 
different "open offers" 
running across his network 
at any one time - may make 
It harder to achieve those 
high margins. 

The other is about 
Investors' exit. The 
credibility of the company's 
distributed architecture 
depends on Independence 
from any single portal site. If 
it were to be acquired 
outright by Yahoo! or AOL. 
for instance, few other 
portals would be comfortable 
doing business with it. So 
the company's investors 
(which include Canaan 
Partners, a VC fund based in 
Connecticut) have fewer 
options if they want it to be 
sold rather than to go public. 
Nevertheless, this is one of 
the cleverest ideas I have 
come across for months. 

timJackson@pobox.com . 




CABLE & WIRELESS 


The “Gemini" transatlantic communications 
cable handles over a million calls at a time. 

But it isn’t one cable it’s two, Gemini North 
and Gemini South, laid 740 kms apart. 

Why? 

So chat in the unlikely chance of one failing 
through a localised undersea event, the other 
will not only be unaffected but will switch, 
insta/itaneously.i'nto full operation. With no 
effect on the service at ail. 

It’s for initiatives like this that we created 
Cable & Wireless Global Businesses. 

A genuine response to our customers' needs, 
it means we can deliver the world-wide reach 
they demand and guarantee network reliability. 
Cable & Wireless is one of the world’s largest 
carriers of international traffic. 

We want to lead the world in integrated 
communications. 

If anyone can do ft Cable & Wireless can. 

And will. 

For more Information please call: 

+44(0)171315 6196 
www.cablewireless.com 
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THE ARTS 



COLOGNE ; - .y.rf?: 

Walter Braunfels's opera Dte 
l&ge/ receives its firk modem. .. 
staging on Fridayat^he V- V • 
Opentaws. Pramlerad tn 1920, 
the work was banned by. the . . : V 
Nazis, and fergely forgot unffl 
a recant reconSng under Dacca's 
Entarteta Mask tabeL The 
Cologne production s conducted 
by Bruno WaB and staged by ; " 
David Mouchtar-Samoral.' "• 

AMSTERDAM 

To marie the re-opening ofite ' 

Department of Dutch History, the 

Rqksmuseum has organised an ‘ 

exWbftkm dewted to Saimsa. a 
type of keojry object produced ta 
the 1.7th and ifith centuries in' ' 
Japan and China. The show . 
opens on Saturday and runs tiff 
the beaming of March. ' ' 


GHK3teO 

-Pierre Boulez (bekn^ begins 
those weeks of concerts with the. 
Chicago Symphony Orchestra oh 
Friday by conducting the work! : 
premiere ofamew work by' •/ 
Augusta ReadThornas^hJ964), 
the orchestra’s' composaMv 


■residence. The projpamme also 
includes Debuses Nocturnes 
and LaMar.' 

LONDON 

J.V.W. Turner’s four of the Alps 
In-1802, fe first trip to 
continental Etfope. & the subject 


of an exh&itionattheTete 
Gallery (far left}, opening on 
Wednesday. Turner was one of 
the first Britfch art tsts to explore 
this region in detail, and this 
display of 68 woks on paper 

reveals his initial enpresstore of 
the inspiring landscapes he 
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encountered. 

The new National Theatre 
production of Harold Pinter's 
Betrayal opens at the Lyttteton 
Theatre on Tuesday. Trevor Nunn 
directs; the cast is led by 
Anthony Calf, Imogen Stubbs 
and (stalwart of many a Pinter 
ptay) Douglas Hodge. 

NEW YORK 

Patricia Racatie (right) has 
replaced RenSe Fleming as 
Violetta in Franco Zefflreflr’s new 
production of La traviata, 
opening tonight at the 
Metropol i tan Opera. Fleming 
withdrew during rehearsals ’due 
to family reasons’. James Levine 
conducts. 

The British cfirector Tim Supple 
presents a new version of his 
Grimn Tales - a great success at 
London's Young Vic in 



Christmases past - as adapted 
from Grimm by Carol Arm Duffy 
and Supple himself. Opening 
tonight at the Victory Theatre, 
this production features several 
of the actors who have worked 
with Sipple at the Young Vic and 
is accompanied by remarkable 
music composed by Adrian Lee. 


A triumphant betrothal 

The marriage between Kurt Masur and the London Philharmonic is perfectly timed, writes Andrew Clark 



* i 

Kurt Masur's concert at the 
Festival Hall last Thursday was a 
bit of a love-in: it was his first 
London appearance since being 
appointed principal conductor- 
designate of the London Philhar- 
monic. As he arrived on stage, 
Masur beamed, the orchestra 
applauded. Some in the audience 
stood to cheer. 

After a sturdy, unremarkable 
account of Beethoven’s Eighth 
Symphony, it was hard to know 
what the fuss was about. But 
then Masur conducted Peer GynL 
a dramatised narrative using 15 
of the scenes Grieg wrote as inci- 
dental music for Ibsen's play. It’s 
a rarity in the concert hall - the 
ytext needs careful editing and. on 
fthe surface, offers conductors 
'little scope Tor interpretation - 
but its poetic colours blossom in 
the right hands. 

It has long been a Masur par- 
ty-piece. With Simon Callow as 
the vivid Narrator, a radiant 
Edith Wiens as Solveig. and tell- 
ing contributions from the Lon- 
don Philharmonic Choir, the per- 
formance had the kind of robust, 
joyful conviction that leaves you 
on a high. At the end, Masur 
beamed again and the musicians 
repeated their applause. This 
time, the ovation was justified. 


With no figurehead these past 
three years, the London Philhar- 
monic must have drawn special 
satisfaction from this betrothal 
party. They recognise in Masur a 
combination of artistic respect- 
ability and box-office safety. 
They and their supporters are 
banking on him to return the 
LPO to the glorious perch it fal- 
teringly occupied under Klaus 
Tennstedt in the 1980s. 

For Masur. London represents 
an unexpected turn in his career. 
Only a year ago. he had every 
right to regard the music direc- 
torship of the New York Philhar- 
monic as his for life. Since 1991, 
he had tr ansf ormed its fortunes. 
He gave it self-respect, cultivated 
a mellower sound, generated a 
host of satisfied subscribers. In 
the process, he graduated from 
reliable Kapellmeister to Interna- 
tional maestro. Putting his 25- 
year music directorship of the 
Leipzig Gewandbaus behind him, 
he told American interviewers he 
was a New Yorker at heart. 

Then, at the beginning of the 
year, the board asked him to 
retire. His repertoire had become 
repetitive. The Philharmonic was 
beginning to look staid next to 
the youthful dynamism of orches- 
tras in Los Angeles and San 


Francisco. And Masur frequently 
collided with the executive direc- 
tor. Deborah Boida, over matters 
of artistic control. She is authori- 
tarian; so is he. .She carried the 
board; he had the support of 
the musicia n s. But unlike Lon- 
don. where orchestras are self- 
governing. it’s wealthy volun- 
teers who call the tune in New 
Yorit. The outcome was a lot of 


They are banking on 
him to return the 
LPO to the 
glorious perch it 
falteringiy occupied 
in the 1980s 

ugly skirmishing and a compro- 
mise under which Masur and the 
Philharmonic agreed to part com- 
pany in 2002. 

Masur felt betrayed, slighted, 
sidelined. “For most of this year 
he's been walking around like a 
wounded animal.’’ says one of the 
mtimrians Then Masur remem- 
bered the London Philharmonic. 
Serge Dorney, its manager, had 


long been pleading with him to 
take the mantle once worn by his 
old friend Tennstedt. A trium- 
phant concert in February set the 
seaL Last month, when Masur 
broke the news to his New York 
orchestra, it was as if he was 
getting his own hack: be seemed 
very happy about it. 

If it hadn't been for the power 
struggle with Borda, London 
would have remained far from 
Masur's sights. In the circum- 
stances, the LPO deal could not 
have been better timed. It 
involves Masur in minimum out- 
lay for maximum exposure. He is 
buying Into the UK scene when 
the London Philharmonic's stock 
Is fiat and his own riding high. 
After his American adventure, 
London represents the perfect 
European power-base. 

But what does London get in 
return? In New York, he was paid 
$1.3m for 20 weeks' work a year, 
so it would be misleading to use 
his track-record there as a guide. 
With only seven concerts a sea- 
son in London, (starting in 2000), 
the principal conductorship of 
the LPO looks like a boutique 
appointment a big name deco- 
rates the front window, helping 
to lift spirits, recruit sponsors 
and drain the budget Outside a 


handful of showpiece events, 
it’s back to the old routine. 

Masur will no more be Ten- 
nstedt’s double at the LPO than 
he was the second coming of 
Bruno Walter in New York: his 
style is too regimental for that. 
Nor can we expect him to be a 
modernist adventurer like Chris- 
toph von DoHn&nyi at the Phil- 
harmonia. 

But he can sustain the LPO's 
pedigree with solidly Germanic 
readings of Beethoven. Brahms. 
Bruckner and anything associ- 
ated with Leipzig. He's too much 
of a controlling figure to be a 
great accompanist but he is good 
on programmatic works such as 
the St Matthew Passion and Brit- 
ten’s War Requiem. 

In a world of showmen and 
phoneys. Masur represents 
authority, tradition, artistic prin- 
ciple. A bearded bear of a man, 
he can be severe with his musi- 
cians and paranoid about the 
press. But perhaps, disem bur- 
dened of tbe weight of following 
in Toscanini's footsteps in New 
York, be may present a more 
genial face in London. He’s not 
going to be here long enough to 
suffer over-familiarity. Only he 
can prove that his impact will be 
more than cosmetic. 


Kafka souffle 
fails to rise 


THEATRE 

ALASTAJRMACAULAY 

Kafka's Dick 

Ptecarfifly Theatre, London Wf 


We live in crazily clever times. In 
the incessant recyclings of this 
postmodern era. both the cre- 
ators and the creations of our 
culture keep coming round again. 
The ofistage lives of the Carry 
On comedians is the onstage sub- 
ject of a Terry Johnson play (and 
Barbara Windsor went to its first 
night). Cinderella and Red Riding 
Hood and tbe Witch all compare 
notes in a Sondheim musical. 
AK Housman and Oscar Wilde 
discuss life and art on Jubilee 
day in a Stoppard play. 

Some cultural historians have 
announced that postmodernism 
is the Gnal movement in the his- 
tory of the arts; that, after all 
this recycling, there is nowhere 
else left for culture to go. After 
seeing Peter Hall's new produc- 
tion of Alan Bennett’s Kafka's 
Dick, I am inclined to agree. 

In this 1986 play, Kafka and his 
friend/editor/ biographer Max 
Brod and Kafka’s father all turn 
up in a present-day Kafka-con- 
scious, middle-class English sub- 
urban residence. The whole idea 
is strenuous. On the one hand. 
Bennett wants to make shrewd 
points about our modem obses- 
sion with biography (this is a 
household where the probable 
shortness of Kafka's penis is 
much discussed). On the other, 
Bennett wants to build an elabo- 
rate farce in which characters 
rush in and out of doors and 
catch each other in misleading 
situations and hide things. 

On press night, a well-orches- 
trated audience laughed busily at 
everything. Perhaps audiences 
will laugh equally at later perfor- 
mances; these days. Alan Bennett 
is spoken of in the same breath 
as Jane Austen. Some of the 
laughter is deserved. Julia 
McKenzie and Eric Sykes, as 
Linda and Father (two of the 


modpm-day characters), give per- 
formances both expert and 
charming. Kafka’s Dick is a souf- 
fle. and these two winning come- 
dians know how to give life and 
air to their lines. 

Elsewhere, however, the souffle 
fails to rise; and one is made 
aware how much hard work Ben- 
nett put into its preparation. The 
daffy finale is set in Heaven: Kaf- 
ka's father keeps spotting famous 
people. “Go easy on the cheese 
straws. Mahatma, you've got to 
watch your waistline.” The Vir- 
gin Mary is said to be looking sad 
because she has no grand- 
children. “You can't knit bootees 
for the Nicaean Creed.” The 
effort that goes into the wit is 
heavily evident. 

Some of the fault, alas, lies 
with Peter Hall. This Kafka's 
Dick is the final production of his 
company's season at the Picca- 
dilly Theatre, which will end in 
January. I love the idea of a West 
End repertory company: 1 love or 
like most of the repertory this 
one has been performing. But I 
cannot in conscience say that 
any of this year’s productions 
have “gelled" well. Unlike last 
year's Peter Hall season at the 
Old Vici there has been no pro- 
duction this year I have wanted 
to see twice at the Piccadilly. 

When did Hall last create a 
completely successful ensemble? 
His Filumena was spoilt by sev- 
eral dissimilar ideas of how to act 
Neapolitan. A similar problem in 
Kafka's Dick is that John Got- 
don-Sinclair and Michael Byrne 
play the Kafkas with Scottish 
accents, while Jason Watkins 
acts Max Brod in a Czech accent 

Gordon-Sinclair's Kafka is a 
stiff-jointed chap, with a 
squeezed little voice; it is so unre- 
laxed a performance that we are 
unsure if he could act it any 
other way. Denis Ltll gives an 
earnest account of the amateur 
Kafka scholar, Sydney. Doubtless 
this production will improve in 
later performances. At present, 
however, Kafka ’s Dick seems less 
amusing than contrived. 



Kafka's mixed bag: Jufia McKenzie and John Gordon- Sinclair r m* 


INTERNATIONAL 

Arts 

Guide 

A 


ADELAIDE 

OPERA 

State Opera of Sou til Australia 
The Ring: first cycle of Wagner’s 
opera. Staged by Pierre Strosser 
and conducted by Jeffrey Tate, 
this performance of The Ring & 
the first in Australia since 1913; 
to Nov 24 


AMSTERDAM 

OPERA 

Netherlands Opera, Hot 

MuxJektheater 

Tek 31-20-551 8911 
The Rake’s Progress: by 
Stravinsky. Conducted by 
Reinbert de Leetiw to a staging 
by Peter Sellars. Cast todudes 

Donald McIntyre. Thomas Rand® 
and Wfflard White; Nov 23. ZB 


BARCELONA 

EXHIBITION 
Fundacfo Joan Mlr6 


1908 

es 

iibition 
sentenary of 


over 90 paintings and 50 
photographs by the Belgian 
Surrealist which are grouped 
into 5 recurrent themes from his 
work; to Feb 7 


CHICAGO 

CONCERTS 
Orchestra Han 
Tel: 1-312-294-3000 

wiw.chicagosynTphony.org 

• Chicago Symphony 
Orchestra: conducted by 
Riccardo Chaffly in works by 
Mahler and Mendelssohn. With 
mezzo-soprano Petra Lang and 
baritone Simon Keenlyskte; 

Nov 24 

• Chicago Symphony 
Orchestra: conducted by Pierre 

Boulez to the world premiere of 
Thomas’s Orbital Beacons, and 
to works by Debussy. With the 
women of the Chicago 
Symphony Chorus conducted by 
Duain Wolfe; Nov 27, 28 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 

www.fyricopera.org 
Ariadne auf Naxos by R. 

Strauss. New production by John 
Cox, conducted by Robert 
Spano. Cast includes Deborah 
Voigt and Susan Graham; 

Nov 24 


David Garfoth; Nov 24, 26, 

Nov 28 

OPERA 

Furnish National Opera 
Tel: 358-9-403 021 
Anna Botena: by Donizetti. 
Conducted by Maurizio Barbadni 
to a new staging by Jussi Tapola, 
with designs by Anna Kontek; 
Nov 27 


HUDDERSFIELD 

CONCERTS 

Huddersfield Contemporary 
Music Festival 
Tek 44-1404-430 528 

• Elliott Carter 90th Birthday 
Tribute: works by Carter, 
Including the European premiere 
of his Piano Quintet, performed 
by the Areftti String Quartet and 
pianist Ursula Oppens; St. Paul's 
Hall; Nov 27 

• Estonian PhHharmonic 
Chamber Choir: conducted by 
Tonu KaijuSte in traditional songs 
by Vdjo Tormis; SL Paul's Halt 
Nov 23 

DANCE 

Huddersfield Contem porar y 
Music Festival 
Tel: 4+1484-430 528 
Jonathan Burrows Group: three 
dancers perform new work 
drawing on music and ideas by 
Matteo Fargion, Tom Johnson 
and Kevin Vblans: Lawrence 
Battey Theatre; Nov 24 


LONDON 

CONCERTS 
Barbican HaD 
Tek 44-171-638 8891 


London Symphony Orchestra: Sir 
Colin Davis conducts a series of 
works by Bgar, Nov 25 

Royal Festival Hafl 
Tel: 44-171-960 4242 
Estonian Phitoarmonic Chamber 
Choir with the Tallinn Chamber 
Orchestra. Tonu KaJjuste 
conducts work by Estonian 
composers Erkki-Sven Tuur and 
Arvo Part; Nov 26 

OPERA 

Engfish National Opera, 

London Cofiseum 
Tek 44-171-632 8300 
Boris Godunov: by Mussorgsky. 
Conducted by Paul Daniel in a 
new staging by Francesca - 
Zambeilo. with sets by Hildegard 
Bechtter. John Tomlinson sings 
the title role; Nov 24, 27 


MILAN 

EXHIBITION 
Pinacoteca di Brera 
Tel: 0039-0272-2631 
La Dama con I'Ermeffino: 
Leonardo da Vinci's 1489 portrait 
of the young mistress of 
Ludovico il Moro travels to Italy 
for the first time since 1800, 
when it was purchased by the 
Polish Prince Czartoryski; to 
Dec 13 


MUNICH 

CONCERTS 
PhiBrarmonie Gasteig 
Tel: 49-89-5481 8181 
• Danish National Radio 
Symphony Orchestra: conducted 
by Gennadij Roshdestvenskq in 
works by Nielsen, Shostakovich, 


Rachmaninov and Stravinsky. 
With' violin soloist Viktoria 
Mullova and pianist Viktoria 
Postnikova; Nov 26 
• Munich Philharmonic 
Orchestra: conducted by Zubin 
Mehta in works by Liszt, 
Beethoven and Berfioz- With 
piano soloist Radu Lupu; ,Nov 23, 
Nov 24 


NAGOYA 

EXHIBITION 

Matsuzakaya Art Museum 
The Carmen Thyssen-Bomemisza 
Collection: touring show of 94 
paintings, ranging from the 18th 
century to the early 20th. 
Highlights include 19th century 
Spanish works and works by 
American painters. Also on 
display are recently acquired 
works by Delaunay and Braque; 
to Dec 8 


NEW YORK 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
wwwjrtetopera.org 
La Bohdme: by Puccini. With 
Julius Rude) conducting and a 
cast which includes Francesca 
Pedad, Gwynne Geyer and 
Vladimir Grishko; 

Nov 25 


PARIS 

CONCERTS 

SafiePfeyel 

Tel: 33-1-4561 6589 

Orchestra de Paris: conducted 

by Frans Bruggen in works by 


Schumann and Mendelssohn. 
With violin soloist Thomas 
Zehetmain Nov 25, 26 

OPERA 

Opera National de Paris, OpAra 
Bastille 

Tel: 33-1-4473 1300 
www.opera-de-paris.fr 
The Merry Widow: by Franz 
Leh&r. Conducted by Armin 
Jordan and with a cast including 
Frederica von Stade and Hakan 
Hagegard; Nov 23, 25, 27 


SAN FRANCISCO 

CONCERTS 

Davies Symphony Hall 
Tel: 1-415-864 6000 
www^fsyntphony.org 

San Francisco Symphony 
Orchestra: conducted by Michael 
Tllson Thomas in works by 
Haydn, Shostakovich and 
Brahms. With piano soloist 
Vladimir Feitsman; Nov 25, 27, 
Nov 28 

OPERA 

San Francisco Opera, War 
Manorial Opera House 
Tel: 1-415-864 3330 
wwwskv3era.com ■ 

Norma: by Bellini. Conducted by 
Patrick Summers to a staging by 
Andrew Sinclair with sets by 
Jose Varona. The title role is 
sung by Carol Van ess: Nov 24. 
Nov 28 


TOKYO 

CONCERTS 
Surrtory Hall 
Tel: 81-3-3584 9999 
• Japan Philharmonic 


Symphony Orchestra: conducted 
by Kazuhiro Koizumi in works by 
Tchaikovsky and Stravinsky; 

Nov 23 

• Japan Shinsei Symphony 
Orchestra: conducted by Ondrej 
Lendrd in works by Mahler; 

Nov 24 

• Russian National Orchestra: 
conducted by Mikhail Pletnev to 
works by Tchaikovsky and 
Stravinsky: Nov 25 

Tokyo Opera City Concert Hafl 
Russian National Orchestra: 
conducted by Mikhail Pletnev in 
works by Beethoven and 
Tchaikovsky; Nov 23 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received In 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT; 

06-30: Moneyline with Lou Dobbs 
13JQ: Business Asia 
19.30: World Business Today 
22XXk World Business Today 
Update 


• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 0920* 
102Q; 1120; 11:32; 1220; 13 2£h 
14:20. * 

At 0820 Tanya Beckett of FTTV 
reports live from L1FFE as the 
London market opens. 
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COMMENT & ANALYSIS 


PERSONAL VIEW COLIN SHARMAN 
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T im e for clarity 

Every day the UK government delays a decision on when to join the euro costs British 

industry and commerce money 


I f there is one thing that 
British business and Its 
leaders dislike above 
all others it is uncer- 
tainty. In this respect they 
are no different from stock 
markets, which only reflect 
the fears and aspirations of 
shareholders. The end result 
is the same for both parties 
- uncertainty costs money. 

Unfortunately, this funda- 
mental fact does not appear 
to have been fully grasped 
by the British government, 
which has persistently sent 
out conflicting messages an 
Britain's position on the 
euro. 

Certainly, the overall more 
positive approach to the 
euro by the Labour govern- 
ment is to be welcomed; 
however, while the political 
debate is clearly one that 
fascinates its exponents, 
every day without a decision 
is costing British industry 
and commerce money. 

By not being full members 
of the first 11 countries that 
will adopt the euro next Jan- 
uary, British businesses will 
face substantial costs in 
achieving partial euro-com- 
pliance without enjoying the 
full benefits of euro-zone 
membership. 

I do not believe the 
measure of these costs is 
fully realised. Neither is it 
fully appreciated that by 
delaying adoption of the 
euro, the ultimate costs to 
British business may well be 
higher than if the decision 
had been to join the first li 
for the opening match. 

For there are very sub- 
stantial costs associated 
with a company achieving 
euro-compliance. A recent 
survey showed that for the 
average, large pan-European 
business, costs will amount 
to around £20m. 

This figure does not 
include any costs arising 
from strategic changes that 
a business needs to make in 
older to maximise its com- 
petitiveness in the new euro- 
zone environment 
However, these estimates 
do not allow for the fact 
that, with the UK not in the 
first wave, many businesses, 
and in particular smaller 
ones, will take two strikes to 



A taste of Bure reafity: but the Wt wffl have to watt 


their bottom line. They will 
first Incur the costs involved 
in changing their systems to 
allow them to trade in euros. 
With many businesses 
expected to transfer to the 
euro early, Including the 
local subsidiaries of fbneign- 
owned multinationals and 
those UK-based companies 
that have most of their reve- 
nues derived from the euro- 
zone, realistically this can- 
not be delayed. 

The second, and larger, 
cost of transferring their 
base accounting systems to 
the euro may be delayed, but 
not avoided, if the UK is to 
join in the foreseeable 
future. 

A further twist is that a 
substantial part of the costs 
of compliance, particularly 
for retailers and other busi- 
nesses servicing the con- 
sumer. will be Incurred to 
support the dual currency 
environment during the 
transition period. 

For first wave countries, 
there will be a period of 
three years during which the 
euro will be traded on paper 
and electronically in parallel 
with the national currency 
denominations. This will be 
followed by a further period 
of up to six months during 
which both euro and 
national notes and coins will 
be in circulation. 

Until a clearer picture 
emerges of the government's 
intentions, British compa- 
nies remain in the dark as to 
whether they must plan on 


the basis of an extended 
transition period, with all 
the costs and complexities 
this entails. A abort period 
or a “big bang” would avoid 
much of this, but UK busi- 
nesses need to know so that 
a responsible planning basis 
r*an be established. 

The key questions that 
need to be answered to allow 
British companies to plan 
and prepare successfully are: 

• Should they plan on the 
basis of UK entry in the 
medium term, the longer 
term, or never? 

• If the answer is that the 
UK will join in the medium 
term, what timeframe and 
transition plan should they 
be working to? 

Likely interest rate trends, 
in parallel with ever greater 
de facto convergence of the 
underlying real economies, 
suggest there will be a “win- 
dow of opportunity" some- 
where around 2000-2001 dur- 
ing which the exchange rate 
of sterling could be locked 
into the euro with no major 
disruption. These consider- 
ations all favour an early 
Rnfnmitment to entry in the 
medium term. 

Of course, this would not 
allow tor the recommenda- 
tion by the House of Com- 
mons Treasury Committee 
that any judgments an the 
economic success of Eco- 
nomic and Monetary Union 
should be based on a track 
record of five years. This 
would enable the perfor- 
mance and sustainability of 


EMU to he assessed across 
the business cycle, which is 
sound economics, hut politi- 
cal reality cannot be 
ignored. British businesses 
cannot afford to wait 

AS far B8 a timefr ame is 
concerned, the Maastricht 
treaty Is quite dear on the 
possible dates for UK entry. 
There is an opportunity to 
enter EMU at two-yearly 
intervals, on January 1 2001 
or 2003. After this it becomes 
increasingly difficult, since 
in 2003 or soon thereafter the 
membership of the EU may 
expand, with up to six new 
members. 

The need to adapt the EUs 
institutions and practices to 
an enlarged membership will 
farther complicate the ElFs 
ability to cope with the entry 
of a major currency such as 
sterling. 

The government should 
therefore commit as early as 
possible to second wave 
entry to £MU. barring 
unforeseen circumstances or 
developments, thereby set- 
ting a clear timeframe for 
business. This would irMian 
sterling would become irre- 
vocably locked to the euro 
on January 1 2001. There 
would follow a one-year 
transition period, with the 
UK back on track for the 
introduction of euro notes 
and coins on E-Day, January 
1 2002 . 

Businessmen dislike 
uncertainty because it forces 
them to gamble with the 
future of their businesses on 
the basis of inadequate infor- 
mation. 

The present uncertainty 
about the UK’s position 
means several key elements 
are unknown. Managers are 
forced to may** assumptions 
about events over which 
they have no control and 
which are outside their 
normal frames of reference, 
experience and knowledge of 
their industries and mar- 
kets. 

The outcome cannot but 
be something of a lottery, 
with some winners, but the 
whole economy as the likely 
loser. 

The author is chairman of 
KPMQ International 



LETTERS TO THE EDITOR 


Widely heralded credit 
contraction is a 
craze, not a crunch 


From Professor Tim 
Congdan. 

Sir, In your leader of 
November 19, "After the 
Fed's cut", you remark that 
“the Fed has Judged that, for 
the moment, a credit 
contraction remains a 
greater risk than ah equity 
bubble 7 ’. 

But what exactly is the 
evidence for “a credit con- 
traction"? 

Weekly data are published 
by the US Federal Reserve 
on the growth of bank credit 
and the money supply in the 
US. in the 13 weeks to 
October 26. bank credit 
increased by 4£ per emit or 
at an annualised rate of 2L3 
per cent 

In the four weeks to 
October 26, a period com- 
monly regarded as the worst 
phase of tile so-called “credit 
crunch", bank credit rose by 
1.9 per cent or at an 
annualised rate of 283 per 
cent 

Some newspaper stories 
suggest the banks have been 
particularly reluctant to 
extend credit to corporate 
customers. 


In fact, to the four weeks 
to October 26, commercial 
and industrial credit rose by 
IE per cent or at an annual- 
ised rate of per cent 
I would argue that these 
figures indicate not a credit 
crunch but a ‘ credit 
craze. 

Despite well-publicised 
difficulties at a few over- 
leveraged institutions, most 
American banks have ample 
capital and are keen 
to expand their balance 


It is hardly surprising that 
the growth of M2 and M3 
have accelerated to virtual 
double-digit annual growth 
rates in the summer and 
autumn of 1998. 

I s ugg e st that here lies a 
large part of the explanation 
for the equity bubble to 
which you quite rightly 
refer. 

Professor Tim Congdon 
Mana gin g director, 

Lombard Street 
Research Ltd, 

Cannon Bridge, 

25 Dowxnte Hill. 

London EC4B 2GN, UK 


New name for lifelong 
learning initiative 


From Mr Simon. Sperryn. 

Sir, The UK government's 
decision to rename the Uni- 
versity for Industry CFla& 
ship lifelong education plan 
to be renamed", November 
17) Agnate a welcome end to 
the confusion surrounding 
its lifelong learning initia- 
tive. 

The "University for 
industry" was misleading for 
two reasons. Firstly, it is aot 
a university, but a means of 
stimulating demand for life' 
long learning and improving 
access to learning. Secondly, 
its mime focus is on individ- 
ual learning and develop- 


ment rather than on Indus- 
try. 

The right name needs to 
convey the idea of improving 
work akflls through informa- 
tion and communications 
technology. It must make 
skills development accessi- 
ble and attractive. Only then 
will the campaign to encour- 
age more individuals to 
Impro ve their skills begin to 
have an impact. 

Simon Spanya, 

London Chamber Of 

Commerce and Industry, 

33 Queen Street, 

London SC4R LAP, UK 


Work assets, not workers 


From Sir [an Morrow . 

Sir, Britain’s continental 
and US competitors enjoy 
higher levels of productivity 
because they work the assets 
not the workers much more 
thpn we da Plants run at 
least double day shifts, each 
shift fully manned and prop- 
erly managed. 

The supermarkets have 
seen the light and they are 
working their fixed assets 
many more hours than has 


been traditional, but not the 
workforce. Consequently, 
the staff work reasonable 
hours and enjoy their 
jobs. 

This approach is for more 
effective than excessive 
overtime, and overall 
it Is profitable product- 
ivity. 

Ian Morrow, 

2 Albert Terrace Mews, 
London NW1 7TA, UK 


Britain’s basic state pension continues to lag 
behind earnings despite Labour’s pledges 


From Prof A. A Atkinson and 
others. 

Sir. The future of the UK’s 
baric pension Is in the bal- 
ance. The government has 
announced that in April 1399 
it will rise only in line with 
prices. This despite the 
promise made in i960, when 
the Tories broke the link 
with earnings, and repeated 
In Labour’s 1997 manifesto, 
that pensioners (all pension- 
ers in the Labour version) 
would continue to share in 
rising national prosperity. 

If that pledge had been 
honoured, the basic pension 
would be more than £90 


($151) a week In April 1909 
instead of £86.75. 

Nobody expected the gov- 
ernment to reverse at a 
stroke the effects of 18 years 
of neglect, nut it is barely 
credible that under New 
Labour the pension is still 
felling further behind aver- 
age earnings. The latest 
excuse is that the next year’s 
rise in income support - the 
£75 "guaranteed minimum” 
- will concentrate help on 
(be poorest pensioners. It 
will not The poorest pen- 
sioners are those who, 
although entitled to income 
support, do not get it And 


the government’s costings 
for the next three years 
assume that, despite all 
efforts to trace them, more 
than half a million will still 
not be getting it in 2002. 

The only way to make a 
reality of the guarantee is to 
raise the basic pension to at 
least £75. Anyone who 
thinks the country cannot 
afford it should note that the 
government intends to cut 
National Insurance contribu- 
tions from April by more 
tban Ohn a year, while the 
Treasury’s annual contribu- 
tion to the fund, abolished 
by the Conservatives, would 


more than cover the cost of 
the increased pension. 

A.B. Atkinson, warden of 

Nuffield College, Oxford. 
Baroness Castle of 
Blackburn. 

Richard Harries, bishop 
of Oxford. 

Jack Jones, president. 
National Pensioners 
Convention. 

peter Townsend, emeritus 
professor of social policy. 
University of Bristol. 
Professor Alan Walder, 
University of Sheffield. 
Wilfred Wood, bishop of 
Croydon, UK 
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Aid geared to governance 

The most important change in the way IDA operates will be the way policy 
performance is taken Into account in determining access to loans 


I ndustrial countries 
gave less in foreign aid 
as a proportion of their 
national incomes last 
year than at any time since 
comparable statistics were 
first collected in the 1960s. 
Against such a background, 
last week's agreement to 
replenish the finances of the 
World Bank's concessional 
lending arm Is welcome. 

Following nine months of 
negotiation, the Interna- 
tional Development Associa- 
tion (IDA) should have more 
than *20bn to lend to poor 
countries over the next three 
fiscal years. Contributions 
from 89 donor countries will 
provide 51L6bn of this, with 
the rest coming from the 
repayment of earlier IDA 
loans and profits from the 
Bank's mainstream imriing . 

IDA was established In 
1960 to provide loans to 
poorer developing countries 
that would place less strain 
on their balance of payments 
than the World Bank's stan- 
dard lending terms. IDA 
loans have maturities of up 
to 40 years and carry no 
interest charges beyond a 
0.75 per cent service charge. 
Over the past 88 years IDA 
has lent almost flOSbn to 106 
countries. Only countries 
with a per c a p i t a income less 
than 1925 in 1996 are eligible 
to borrow. 

Development ministry offi- 
cials express satisfaction 
with IDA'B 12th replenish- 
ment, but comparisons with 
earlier financing deals are 
difficult. In dollar terms 
IDA-12 is less valuable than 
IDA-12, bat this reflects 
exchange rate changes. Mea- 
sured in “special drawing 
rights" - the currency bas- 
ket used by the IMF - there 
is a 13 per cent rise in 
resources, although this does 
not take account of inflation. 
The ultimate value of IDA-12 
will also depend on the way 
PTphang a rates change over 
the next three yean. 

But at least the contribu- 
tions promised by individual 
donors at last week's meet- 
ing in Copenhagen were suf- 
ficient to meet the overall 
target figure (assuming that 
contributions from the likes 
of Kuwait, Saudi Arabia and 
South Africa materialise as 
promised). Burden sharing 
between donors has been a 
sensitive issue as usual, but 


Foreign direct Investment 
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on this occasion It has been 
resolved without leaving the 
"structural gap" seen in pre- 
vious TA ptonlwhrriPTrbi, 

Ireland and the UK are 
among the countries agree- 
ing to increase their share of 
IDA contributions, while the 
Japanese share has fallen. 
But this partly reflects 
exchange rate changes. 
Japan has raised its contri- 
bution significantly in yen. 

Some officials would have 
liked to see the $20.5bn total 
supplemented by a contin- 
gency reserve. This would 
help meet extra demand 
from countries that become 
entitled to barrow because of 
Improved policy perfor- 
mance (perhaps Nigeria) or 


port efficient and effective 
programmes to reduce pov- 
erty and Improve the quality 
of life in the poorest member 
countries of the World 
Bank”. To this mid officials 
are looking for projects that 
deliver the biggest possible 
development return from 
scarce resources, within an 
environmentally sustainable 
framework and in ways that 
promote greater equality in 
the recipient countries. 

Around 40 per cent of 
IDA-12 investment lending 
will be concentrated on 
social sectors, a share that 
has risen steadily over 
recent replenishments. The 
World Bank believes that 
investments in primary edu- 


‘Aid can be highly beneficial in 
countries with good policies 
but useless or counterproductive in 
those with bad policies’ 


because they have become 
poorer (recently Indonesia). 
But by the time this pro- 
posal had been worked up, 
many donors had made bud- 
get . submissions to their 
finance ministries and were 
reluctant to go back for 
more. 

The IDA-12 negotiations 
have not been entirely 
devoted to money. Officials 
have also, discussed what 
types of projects IDA should 
finance and what account 
should be taken of a coun- 
try’s policy track record in 
deciding how modi to lend. 

ZDA's mission is “to sup- 


cation, water, health ser- 
vices, nutrition and social 
protection are relatively 
effective ways to increase 
the productivity of the poor. 

Poverty reduction requires 

broad-based, snstalnahle eco- 
nomic growth. So EDA will 
also support macroeconomic 

and sectoral reforms that 
encourage the development 
of the private sector, indud- 
ing small businesses and 
fortes. Lending is also sup- 
posed to be environmentally 
sensitive, for example pro- 
moting energy efficiency and 
increasing access to energy 
in rural areas. 


But the most important 
change in the way IDA oper- 
ates under the IZth replen- 
ishment will be the way pol- 
icy performance is taken 
into account in determining 
access to loans. This empha- 
sis reflects the World Bank’s /f 
work on aid effectiveness, i ' 
which has concluded that 
while aid can be highly bene- 
ficial in countries with good 
policies, it is often useless or 
even counterproductive in 
countries with bad policies. 

Country performance 
assessments have been car- 
ried out annually since 1980, 
with same influence on 
access to IDA resources. But 
this link is to be strength- 
ened with the development 
of a broader rating system 
known as Country Policy 
and Institutional Assess- 
ments. Measures of goal 
governance wifi be given a 
much highpr priority in tftfe 
framework, with many 
examples around the world 
demonstrating how corrup- 
tion has a disproportionately 
harmful effect on the poor. 

Officiate agreed at their 
meeting test week that lend- 
ing to countries with weak 
governance should be scaled 
back or stopped entirely^ 
The key elements are 
accountability (including 
effective auditing of govern- 
ment expenditure), transpar- 
ency (in budget, regulation 
and procurement activities), 
consultation with civil soci- 
ety and a fair, predictable 
and stable legal framework. 

Officials are well aware 
that mak ing resources con- 
tingent on assessments of 
governance risks accusa- 
tions of favouritism and 
political interference. To try 
to assuage th<»sp fears, the 
Bank is considering holding 
seminars to explain with 
case studies how these inevi- 
tably subjective judgments 
will be reached In practice. 

The success of this 
approach will be important 
to deter mining not only 5 ". 
future support for IDA, but T ' 
for forefen aid more gener- 
ally. It is now conventional 
Wisdom that aid is 
only in good policy environ- 
ments. But it remains to be 
seen how ruthlessly donors 
will be prepared to ad on 
this conclusion. 

rot >^i-chote@FT.com 
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The risks for 
world trade 
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Keeping world markets open and 
the international trade system 
functioning smoothly is essential 

to global economic recovery. Yet 
Just when stability is most 
needed, it is being called into 
question by increasing strains, 
caused by slower world growth 
and big shifts in trade flows. 

US and European steel makers 
1 screaming for protection from 
imports, particularly from 
sia. The US is castigating 
Europe and Japan for restricting 
access to their markets, while 
last week a Pacific rim trade lib- 
eralisation initiative ended in 
acrimonious failure. To cap it all, 
the US and EU are at daggers 
drawn over trade in bananas. 

So for, serious economic dam- 
age has been avoided. But the 
threats to free trade could 
increase next year, if growth 
slows sharply in the US. while its 
trade deficit mounts. That pros- 
pect is alarming Bill Clinton's 
administration. While enjoining 
the rest of the world against clos- 
ing markets, it appears increas- 
ingly unsure about keeping its 
own open. Mr Clinton and his 
officials now say that unless 
other countries shape up. the US 
^iy turn protectionist. 

"The temperature seem set to 
rise as the US presidential elec- 
tion campaign gets under way. 
Vice-president A 1 Gore, the Dem- 
ocratic front-runner, is vulnera- 
ble to an economic slowdown and 
rivals' accusations that he is soft 
on foreigners. He also needs the 
support of protectionist-minded 
unions. His response is to talk 
tough on trade, in terms which 
recall Mr Clinton’s tirades 
against Japan a few years ago. 

Fortunately. US freedom to 
resort to unilateral trade mea- 
sures has been curtailed by the 


World Trade Organisation’s 
strengthened authority to enforce 
multilateral rules. That has 
deprived US threats of sanctions 
on unco-operative trade partners 
of much of their force. Washing- 
ton has acknowledged as much 
by increasingly pursuing trade 
complaints in the WTO. 

The US is also pressing for 
strict compliance with WTO 
rulings, notably in the case oS the 
EU’s banana regime. But its 
tough stance is a two-edged 
weapon. If a WTO ruling ' ever 
requires the US to change its 
laws, it will face equally strong 
pressure to comply. Yet it is far 
from certain that Congress, in its 
current mood, would oblige. Fail- 
ure to do so could undermine the 
whole basis of WTO rules - an 
outcome no responsible govern- 
ment wants. 

That danger makes it even 
more vital to reduce interna- 
tional trade tensions. One key is 
to recognise that many are 
unrelated to trade policy. Border 
barriers do not explain sluggish 
demand and low import absorp- 
tion in continental Europe and 
Japan. A much more important 
reason is slow deregulation and 
restructuring of their economies. 

Europe’s cross-border merger 
wave suggests parts of industry 
may be rising to the challenge. 
The euro may add impetus. But 
the message has yet to get 
through to many European 
governments - in particular Ger- 
many’s - and still eludes Japan. 

US impatience at their failure 
to reform aggressively underlies 
much of the friction with its 
main trading partners. The lon- 
ger they delay action, the greater 
the risk that US frustration will 
stoke up~ the pressure for protec- 
tionism. 


Turkish dismay 
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Th^ Turkish government seems 
set to lose a censure vote this 
week, and be forced to resign. 
That move could scarcely come 
. at a worse moment for the coun- 
try. and for its neighbours in 
i Europe and the Middle East. 

Although the political estab- 
lishment is in disarray, the one 
thing that unites the country is a 
rising wave of nationalist anger. 
Public opinion is incensed at 
what is seen as European indif- 
ference, or downright hostility, 
towards Turkish national inter- 
ests. To have a weak government 
in Ankara at such a moment, or 
no government at all. is pro- 
foundly destabilising. It should 
; be a matter of concern to all 
Turkey’s allies. 

'• The immediate bone of conten- 
tion is Italy's refusal to extradite 
Abdullah Ocalan, the Kurdish 
rebel leader, who is wanted on 
charges of terrorism and murder 
in Turkey. His release by an 
appeal court in Rome on Friday 
has reinforced a spreading trade 
boycott of Italian goods by Turk- 
ish consumers, and scarcely 
veiled threats of government 
retaliation. 

The government in Ankara has 
also whipped up its dispute with 
international oil compa nies, 
including BP and Amoco, over 
their plans to export oil from the 
energy-rich Caspian region 
through the Black Sea, rather 
t han by pipeline across the Turk- 
ish mainland. It is threatening 
sanctions against those compa- 
nies if they do not back the 
Turkish option. 


Both the trade boycott against 
Italy and the sanctions against 
BP are wrong-headed and coun- 
terproductive. As far as the ofl 
companies are concerned, their 
apposition to a pipeline from the 
Caspian to Ceyhan, on Turkey’s 
Mediterranean coast, is commer- 
cial. Turkey’s interest in having 
the pipeline - strongly supported 
by the US - is strategic. If it is 
considered so vital, then surely 
the Turkish and US governments 
should be prepared to offer subsi- 
dies, to make the project com- 
mercially viable. 

The Kurdish problem is much 
more intractable. Mr Ocalan is 
sought on charges of violence 
and terrorism not merely in 
Turkey but also in Germany. 
He is on Interpol’s most-wanted 
list 

One solution would be for 
Germany to request extradition, 
and then put Ore Kurdish leader 
on trial for the offences of which 
he is accused there. It is under- 
standable that Boon is unwilling 
to import Turkey’s internal 
struggle, but if Mr Ocalan is 
guilty of serious offences in 
Germany, he should be tried for 
them. 

As for the Turkish government, 
it is essential that whoever is in 
power seeks to answer the genu- 
ine demands of the Kurdish 
people for more autonomy, and 
more economic development. A 
military solution is neither work- 
able nor stable. That should be 
the clear and repeated mesage 
from Turkey’s friends, in Europe, 
the US and the Middle East 
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Pricey portrait 
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Van Gogh's Self-Portrait Without 
Beard may yet prove to be a snip 
for the buyer who laid out $?im 
on the picture at Christie’s in 
New York List week. But what, 
one wonders, would poor Vincent 

have made or the extraordinary 

commerce in his uevvrv? 

Before his untimely suicide, 
the nuinlxT of Van Gogh's works 
tu find u buyer could be counted 
op one baud. While they were 
admired by follow artists, their 
worth was negligible- No sooner 
had he died than the value of his 
output began the long climbthdi 
culminated in the sale in 1990 w 
the Portrait of Dr Gachet for 
SELSm - still the highest sum 
ever paid for a work of art. 

_ Extreme scarcity had turned 
| these paintings into what the 
economist Fred Hfrsch once 
dubbed -positional" goods. By 
this ho meant that rich peopK 
would pay millions for canvases 
that were devoid of intrinsic 
economic value simply to define 
and trumpet their relative sense 
of self-worth. , . 

The trouble with such people is 

.l . -Acihenc 


value is sometimes greater (if 
sometimes not) than their sense 
of public spirit. Ryoei Saito, 
chairman of the Daishowa Paper 
Manufacturing Company and 
purchaser of Df Gachet, wanted 
the painting cremated with him 
when he died. 

Yasuda Fire & Marine Insur- 
ance, which spent $54m on some 
of Vincent’s sunflowers, risks 
seeing a rather different kind of 
value destruction- Some experts 
rinim the flowers are fake. Mean- 
time Mr Saito's picture, though 
happily intact, is reported to 
have been sold off after his death 
to satisfy creditors. So Van Gogh, 
the artistic genius, has been 
reduced to the status oT mere col- 
lateral. 

At least he is in good cumpany. 
picasso’s Les Noces de Pierrette, 
bought by a Japanese car parts 
company for $52m in 1989, has 
been put back on the art market 

in a job lot of 500 items of collat- 
eral for other dud loans. The 
price of artistic genius. M 
is often a better guide tt state 
of the banking market than the 
aesthetic Spirit of the age. 


Boxed into a corner 

South Korea’s chaebol are fighting a stiff rearguard action against government reforms but the 
conglomerates are being forced to change their ways, says John Burton 


“Dismantle the chaebol" was the 
slogan daubed in red paint by 
protesters recently on the walls 
of the Federation of Kor ean 
Industries, the lobby group for 
big business. It reflects mounting 
public fury over the refusal of the 
South Korea’s biggest conglomer- 
ates, or chaebol, to restructure. 

Such chaebol as Hyundai, Sam- 
sung and Daewoo were once 
hailed as the industrial en gines 
that pulled Korea out of the mire 
of rural poverty and n»adi» it the 
world's Uth biggest economy. 
Now the expansion-mad conglom- 
erates are being condemned for 
causing Korea’s economic crisis 
that forced Seoul last December 
to seek a $58bn rescue package 
from the International Monetary 
Fund. 

Although deep in debt with 
overcapacity in such industries 
as cars, steel, semiconductors 
and chemicals, the top five chae- 
bol are making a stubborn last 
stand as they come under assault 
from the government, unirmg, the 
IMF/World Bank and foreign 
investors. 

Many have argued that this 
last stand - evident in the con- 
tinued expansion of the conglom- 
erates by various means from 
mergers and acquisitions to new 
rights issues - mp«n«t the chaebol 
are succeeding in resisting 
reform. Tbey may well be trying, 
but they are not succeeding. 
The chaebol are being driven 
into a corner," says Kim Hun-soo. 
research head at Merrill Lynch in 
Seoul. 

Previous governments prom- 
ised to reform the chaebol, and 
did little. But Kim Dae-jung, 
Korea's reformist president, 
regards them as the relics of an 
authoritarian economic system 
that is out of step with Korea's 
liberal democracy. 

His goal is to transform the 
chaebol into internationally com- 
petitive companies which focus 
on core businesses and profits 
rather than market shar p and 
empire building. 

Mr Kim has maito srnnp prog- 
ress in his battle with the corpo- 
rate oligarchs by weakening 
so ur ces of their support. The gov- 
ernment has wrested control of 
parliament from the former rul- 
ing Grand National party, which 
was heavily financed by chaebol 
contributions and blocked reform 
legislation. Most of the troubled 
big banks that once provided the 
chaebol with cheap capital have 
been nationalised in a bail-out 
programme. 

That has left the' big chaebol 
vulnerable since they must ser- 
vice large debts during a severe 
recession, with the economy 
expected to shrink by 7 per cent 
this year. Government officials 
claim the chaebol will have to 
reform as credit conditions 
tighten. “We will see great 
changes a year from now," prom- 
ises Lee Kyu-sung, the finance 
minister. 

Nonetheless, the unrepentant 
chaebol are ignoring government 
warnings by continuing to 
expand in the belief that they are 
too big to faff. Hyundai, the big- 
gest of all, recently bought bank- 
rupt carmaker Kta for $2.4bn and 
promised to invest at least SI bn 
in North Korea despite having a 
debt burden that is nearly six 
times equity. 

Moreover, the groups are build- 
ing up cash reserves to withstand 
a credit squeezaThey have domi- 
nated borrowings in the bond 
market and plan to raise more 
capital through rights issues as 
poor credit ratings have reduced 
their ability to borrow abroad. 



“The chaebol are playing a 
game of brinkmanship with us." 
says one government officiaL 

The government is striking 
back. It recently limitpd chaebol 
bond issues by restricting the 
amount bought by institutional 
investors. 

The chaebol are also being 
forced to unwind cross-debt guar- 
antees among subsidiaries by 
early 2000 and are being required 
to produce transparent financial 
statements that are likely to 
reveal even bigger debt burdens 
than claimed. 

The government's ultimate 
weapon is its control of the new- 
ly-nationalised big banks and the 
ability to cut off credit if it 
chooses. “The government has no 
intention to play a coercive role 
in forcing the break-up oTthe - 
chaebol. We will leave it up to 
creditors and institutional inves- 
tors to force reforms." says Mr 
Lee. 

That statement is a touch dis- 
ingenuous. The government is 
pressing the chaebol to merge 
troubled businesses in such areas 
as memory chips, petrochemicals 
and aerospace by threatening to 
cut bank credit 

It is also imposing tougher con- 
ditions on loans the banks have 
generously extended to the chae- 
bol in the belief they are the saf- 
est borrowers because of their 
size. Foreign advisers are being 
hired by the banks to improve 
credit analysis. 

The chahbol will have to submit 
detailed restructuring pro- 
grammes by next month and 
reduce debt burdens to two times 
equity by the end of 1999 to 
obtain bank credit 

Some weaker, second-tier chae- 
bol are already selling assets to 
foreign investors because of diffi- 
culties in getting new loans. 
Ssangyong, which was Korea's 


sixth biggest chaebol a year ago. 
is being dismembered as it seeks 
buyers for its core cement and oil 
refining operations to avoid 
bankruptcy. 

A Norwegian-Canadian consor- 
tium bought two-thirds of 
Korea's biggest papennaker Han- 
sel for $lbn. while Belgium’s 
Interbrew acquired half of a lead- 
ing brewery from Doosan. Such 
d eals are opening Korea's pro- 
tected market which benefited 
the chaebol, to foreign competi- 
tion. 

Some analysts are still critical 
about the pace of chaebol reform 


have taken years to pile up. They 
can't be solved immediately," 
says Cho Yong-doo. a lecturer on 
Korean business at the Univer- 
sity of Sheffield in the UK. 

One proposal being discussed 
by some senior officials is for the 
banks to conduct debt-for-equity 
swaps that would remove man- 
agement control from the chae- 
bol’s family owners who make 
the key decisions. “Foreign inves- 
tors would welcome such a move. 
If (the chaebol owners) were run- 
ning companies in the West they 
would have been thrown out by 
shareholders long ago," said one 


‘For the government to dismantle the 
chaebol too quickly would have disastrous 
results for the economy. The chaebol’s 
problems have taken years to pile up. 

They can’t be solved immediately’ 


and the government's preference 
to support troubled companies 
through a “workout" programme 
of debt rescheduling rather than 
liquidating them. 

Although the idea is to save 
the viable operations of foiled 
business groups, “the result has 
been to keep lame-duck compa- 
nies afloat 

This has met the government's 
aim of preventing bankruptcies 
from rising alarmingly, but is not 
in the long-term interest of the 
banks which are throwing good 
money after bad,” says Barclays 
Capital. 

But other analysts believe tbe 
government has little choice. 
“For the government to disman- 
tle the chaebol too quickly would 
have disastrous results for the 
economy. The chaebol’s problems 


UK fUnd manager. 

Tbe government is quietly sup- 
porting minority shareholder 
rights groups, such as one led by 
Jang Ha-sung, a professor of 
finance at Korea University, who 
is targeting chaebol owners with 
class action suits. In his latest 
lawsuit. Mr Jang is demanding 
that Lee Kun-hee, tbe Samsung 
chairman^ and other top execu- 
tives should personally reim- 
burse $230m to the group for 
allegedly using corporate funds 
secretly to subsidise troubled 
businesses, such as Samsung 
Motors. 

Mr Jang has already won a 
landmark case against executives 
of failed Korea First Bank for 
mismanagement and succeeded 
in stopping SK Telecom. Korea’s 
biggest mobile telephone opera- 


tor, from supporting unprofitable 
units of tbe SK group by appoint- 
ing outsiders to the company's 
board of directors. 

“What Professor Jang is doing 
is having important implications 
for chaebol reform. He is conduct- 
ing a surgical strike on the chae- 
bol leadership,” said one finance 
ministry officiaL 

There are also signs of unrest 
among senior professional man- 
agers at the chaebol against fam- 
ily owners. TTie refusal of Sam- 
sung to bid aggressively for Kia 
in a recent auction won by Hyun- 
dai is seen as a victory for Sam- 
sung executives who privately 
opposed the car ambitions of the 
group's chairman as wastefUL 

“Of the top five chaebol, Sam- 
sung is making the greatest 
strides in corporate restructu£ 
ing. Its only remaining obstacle 
is Samsung Motors, which we 
believe will be resolved next 
year," says Bill Hunsaker, 
research head at ING Barings in 
Seoul. 

Officials vow to keep up the 
pressure on the chaebol since the 
government itself is under grow- 
ing pressure from the unions for 
corporate changes. “Why should 
only labourers and the public suf- 
fer the pain?," says Lee Kap- 
yong, head of the militant Kor- 
ean Confederation of Trade 
Unions, at a recently rally 
demanding punishment for chae- 
bol leaders. 

Corporate reform remains 
unfinished. Assets still need to be 
sold, debts reduced, surplus fac- 
tories scrapped and the big-is-bet- 
ter management mindset 
changed. But there is a new 
sense of optimism that the goals 
will be achieved. Henry Morris, a 
Seoul business consultant, says: 
“Tbe chaebol are fighting a stiff 
rearguard action, but they are 
losing the war." 


OBSERVER 


Liechtenstein 
hits the jackpot 

It was only a matter of time 
before tottery mania went global. 
Last week saw the launch of 
Miflions2000, bated by its 
organisers as "the biggest draw 
on earth”, with a pian to create 
2JXJQ dollar millionaires on the 
first day of the new mSamium. 

But there’s a long way to go if 
Miffions2000 is to hit its 
ambitious targets. For one thing, 
the organises have to seO 485m 
tickets at $10 each - which 
works out at one ticket tor every : 
13 people on earth. 

ased In Liechtenstein, 
M3fions2000 has yet to secure 
licences from any other country 
to sofi tickets cfitect, though 
countries such as the UK and the 
Netherlands are considering the 
idea. In the meantime, ticket 
sales are being conducted 
through the internet - unless you 
happen to reside in Switzerland, 
which wa not even permit 
access to the Miffions2000 site. 

The organisers, led by 
UK-based Electronic Fundraising 
Company, which already runs 
internet lotto games, appear 
undaunted. They reckon it is a 
seffing posit that only 10 percent 
of the cash raised from ticket 
sates vwH go on expenses. About 
half is being retimed in prizes 
and roughly $1 bn wSl go to the 
Millennium Fund. -a h umani t arian 
foundation Bnked to the 
Geneva-based International 


Federation of Red Cross and 
Red Crescent Societies. 

Mind you, Cttle Liechtenstein, 
home to 31,500 wealthy 
residents, should also do wed. It 
is a condition of Miflions2000 , s 
Scenes that 15 per cent of the 
cash flows to charities fn a 
principality better known for 
Foreches than paupers. 

Bourse course 

Sofia’s sleepy stock exchange is 
waking up after the abrupt 
departure of its boss, Victor 
Papazov. Local brokers say he 
was the latest victim to the feud 
between Ivan Kostov, Bulgaria's 
pro-market prime minister, arid 
Muitigroup. the shadowy holding 
company which used to be more 
powerful than the government 

Kostov has already kicked 
Muitigroup out of the gas 
importing business and cracked 
down on its commodity trading 
tern. The departure from the 
bourse of Papazov, an ally of 
Muitigroup boss Ilk Pavlov, looks 
like another blow. 

But what’s bad for Muitigroup 
could be good news for the 
Bulgarian economy. The stock 
market attracted only a couple of 
fUl listings during Papazov's 
teniae. Since new chairman 
Georgi Prohasky took over a few 
weeks ago, things have flvened 
up: half-a-dozen privatisation 
funds have been listed and 
another 20 companies are dire to 
start trading by the end of the 
year. 


New man Prohasky has also 
won a mandate to shift the 
bourse from a scruffy tower 
block - home to Bulgaria’s trade 
union federation in communist 
days - to a smart new building 
overlooking Sofia’s central 
square. Sounds like a real 

emerging market 

Grain of truth 

Tough times at Japan's 
scandal- battered Okurasho, the 

finance ministry. First those 
upstarts at Moody's Investors 
Service decide that Japan's 
credit rating really Isn't in the top 
tier after afl. Now meddlesome 
politicians in Tokyo have the 
cheek to be wondering aloud 
whether the once- mighty ministry 
should be renamed: top of the 
list of suggested titles is 
Zaimusho, or budget department 

The rationale for the charge is 
simple. The finance ministry is 
due to lose control over foe 
financial system, becoming more 
like the US Treasury. Indeed, foe 
argument runs, rebranding might 
even help the ministry forge a 
new image after the run of recent 
scandals. 

France ministry bureaucrats 
are none too pleased with foe 
idea. They say a name change 
would represent a waste of time 
and resources - and lose a little 
piece of history. The government 
has had an Okurasho (literally 
meaning "big storehouse") for 
five centuries: it was founded to 
store rice. 


But there is a way for foe 
finance ministry to stay in touch 
with its ancient roots while 
acknowledging its 
now-diminished status. Wags in 
high places suggest calling foe 
finance ministry the Ko-kurasho - 
foe little warehouse. 


Kuala bare 


The APEC summit In Kuala 
Lumpur was tong on rancour and 
short on reverie. But Joseph 
Estrada, now strutting foe world 

stage as Philippine president, 
made the best of it despite all 
the economic gloom. According 
to accounts circulating to Manila, 
the quick-witted former movie 
star told the following story at an 
otherwise downbeat 
Malay-Phfljppine business d toner. 

During the summit a) Gore 
approached Estrada to discuss a 
confidential problem. “1 brought 
50 security people with me,” said 
foe US vice-president in hushed 
tones, "and I don’t know which 
of them is an assassin." 

Overhearing Gore's dilemma, 
Chinese president Jiang Zemin 
sidled over and joined foe 
discussion. 1 have foe same 
problem ," he confided. “I have 
60 security people with me - and 
I just don't know which of them 
is espy." 

Estrada was unimpressed. 
“Gentlemen, I think my problem 
is more serious ” he replied. "I 
have 100 economists with me. 
And I don’t know which of them 
Is right." 


100 years ago 

Transvaal Rebellion 
Pretoria, Nov. 22nd. Sakamela, 
brother of Mpefu, the rebel 
chief, surrendered y esterday 
along with many followers. 
Mpefu is reported to have fled 
to Ramsputa, and the 
commandos have left 
Magatoberg, and are now 
surrounding that stronghold. 
The rebels are completely 
disorganised, and it is 
expected that foe campaign 
will soon terminate. The 
country will then be laid 
out and occupied by Boer 
farmers. 

50 years ago 

Uranium Ore In Canada 
Montreal, Nov. 22. Further 
discoveries of uranium ore, the 
latest at foe mouth of foe 

Agawa River about 100 miles 

north of Sault Ste. Marie, 
Ontario, has led Mr. Abbott, 
Minister of Flnaice, to 
comment "It is a state seertt . 
how much uranium has been 
found to recent discoveries, 
but I can say that it is a very 
substantial amount” 

Canada Gold Sales 
Toronto, Nov. 22. Canada was ^ 
the largest seller of gold to the 
U.S. In 1945-47. during which “ 
her exports were valued at 22 
per cert of U.S. purchases *'■ 
totaling S3 billions. 
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Taking a lot on Trust 


The prospect of Deutsche Bank buying 
Bankers Trust is jaw-dropping. The Ger- 
man bank's previous attempt to construct 
a topdass investment bank - by welding 
together its own operation, hundreds of 
expensive outside hires and Morgan Gren- 
fell - came to grief. Why then would it 
want to graft on yet another culture, par- 
ticularly since Bankers Trust has a che- 
quered history of its own? 

The charitable answer is that Deut- 
sche's investment banking strategy still 
makes sense on paper. It has a strong 
corporate client base which is increas- 
ingly demanding high-level advisory ser- 
vices. If Deutsche cannot meet these 
needs, customers could switch their busi- 
ness elsewhere. Moreover, though Bank- 
ers Trust's share price has bounced in the 
past month, it is not nearly as pricey as it 
was earlier in the year. 

The snag is that Bankers Trust is also 
relatively weak in the advisory business. 
Add to that Deutsche's previous record of 
failure and the purchase will clearly be 
risky for the bank's shareholders. There 
has. of course, recently been a change in 
Deutsche's management. In particular, 
Joseph Ackerman seems to be running 
the corporate and Investment banking 
division with more determination than 
was so before. But. to win over the scep- 
tics. Deutsche will need to give a convinc- 
ing demonstration that it really has 
changed its spots. 

Markets/liquidity 

When the US Federal Reserve cut rams 
last week, it said unusual strains 
remained in financial markets. But what 
exactly was this Delphic utterance refer- 
ring to? Clearly not the stock markets, 
which are storming ahead. Nor, presum- 
ably. the bond markets, which have 
reopened even to junk. The best candidate 
for the Fed's jitters is probably money 
market liquidity, which has recovered in 
recent weeks but not to normal levels. 

If this is Alan Greenspan's concern, 
what is his game plan? Perhaps he is 
creating a breathing space for the finan- 
cial system, which is sitting on a moun- 
tain of sbort-tenn liabilities, to switch to 
longer-term borrowing. There is, indeed, 
anecdotal evidence that this is happening. 
For example, one US investment bank has 
recently cut its commercial paper (typi- 
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caBy one-to-thrse month debt) from about 
$40bn to S20bn. So at least some institu- 
tions are learning the big lesson from the 
financial crises of the last year and a half: 
do not rely excessively on short-term bor- 
rowing because it might not be rolled 
over. 

There Is. though, a niggling- worry: the 
pain in the western banking system may 
not have been severe enough for every- 
body to learn this lesson. In fact, by cut- 
ting Interest rates. Mr Greenspan has 
enhanced the attraction of short-term 
binding - while at the same time pump-, 
ing up already Inflated equity prices. AH 
this puts the Fed in an awkward position: 
if it raises rates, the bubble will burst; but 
when it cuts, the bubble gets bigger. Mar- 
kets seem to know no middle ground 
between exuberance and despair. 

German buybacks 

And they're oft After years of frustra- 
tion. the remaining obstacles to German 
share buybacks are being lifted. Although 
buybacks have been legal since the sum- 
mer and more than 50 companies have 
sought shareholder approval, uncertainty 
over tax treatment has stalled moves to 
tighten 19 flabby balance sheets. Within 
the next month, howe v er, the favourable 
tax plan drafted during the Kohl era. 
which has been backed by the new gov- 
ernment, is likely to be approved by the 
states. 

This would allow buybacks to be 
treated as capital gams rather than as 
dividend distributions, which are taxed at 


much higher personal income tax rates. 
Indeed, investors who have held shares 
for more than six months win receive any 
gains tax-free, although there is a risk 
this tim e limit will be extended to one 
year. Despite this residual uncertainty, 
Sobering, a pTiflrmariPiiHral r mtipany . fas 

set its own DMSOOm buyback programme 
in motion, and has been rewarded with a 
hike in its share price. 

Buybacks are not a panacea for enhanc- 
ing shareholder value. In the current eco- 
nomic climate there is something to be 
said for conservative balance sheets. But 
given the large number of overcapitalised 
banks, insurers, and utilities, buybacks 
should soon become a common feature of 
the German landscape. 

Monsanto 

Monsanto's shareholders have had to 
school themselves in patience. Since its 
merger with American Home Products 
collapsed a month ago, the Ufe sciences 
group has revealed problems with one of 
its drag candidates and postponed a 
$2.5bn bond Issue. The shares have lost a 
third of their value in four weeks. 

There is plenty of potential in Mon- 
santo. An SSbn acquisition spree over the 
pest three years has transformed the for- 
mer chemicals group into a leader in 
plant genetics. Meanwhile, a refocusing of 
Searle, its pharmaceutical arm, has pro- 
duced one of the Industry's most promis- 
ing drug pipelines, including a potential 
blockbuster In Celebrex, an arthritis treat- 
ment. The «nag - jg financing - fhts embar- 
rassment of riches. Monsanto does not 
expect the acquisitions, taken as a whole, 
to cover its cost of capital until 2002. And 
launching new drugs will require lots of 
extra spending. 

That is why AHFs deep pockets would 
have been so welcome and why the boiid 
issue, part of a $5bn cash-raising plan - 
also including $ibn of equity and dispos- 
als - has become so important Without 
either, the group’s debt to capital ratio 
would rise to nearly 70 per cent That 
makes the shares an intriguing gamble. If 
Monsanto gets its money and some 
breathing space to knit its new collection 
of assets together, it could produce tre- 
mendous growth beyond 2000. But Inves- 
tors will have to show even more patience 
until then. 
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Europe today 

High pressure wB ensure that much v 
o< central and eastern Europe will ^"1010 
continue dry and sunny though very 
coki, with marry places struggling to 
nso above freeing. Across northern 
and western Scandinavia a frontal 
system w»H bring rain and snow. 

North-west France aid western 
pads of the Iberian peninsula will 
have showers. The Mediterranean 
coasts of Spain and France win be 
mainly dry and sunny, but the 
control Mediterranean wM have 
heavy d o wnpours, tailing as snow in 
the cold e r air to the north-west of 
the Black Sea. 

Five- day forecast 
The central Mediterranean wW stay 
unsettled with downpours on 
Wednesday and Thursday. Heavy 
rain wl extend across the British 
Isles, moving across France on 
Wednesday. Rain and snow wtt 
move bhd Scandinavia, but 
pressure wifi stay htsfli across much 
of central and eastern Europe. 
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Strong words mask US 
uncertainty over N Korea 

Clinton faces conflicting pressures over rising crisis, writes Gerard Baker in Seoul 

destabilising 



A few rugged miles from where US 
forces first engaged communist 
troops in the Korean war nearly half 
a century ago, President Bill CUntou 
yesterday Issued a new warning to 
the unpredictable regime to the 
north. 

Sporting an aviator jacket and a 
cap .festooned with; the- insignia of 
US forces in Korea. Mr Pinion; told 
air force and army servicemen and 
women at the'Osan Air Force base 
that Nortb Korea must move to ease 
the growing storing fn tiie region. 

“North Korea must maintain its 


tion to face down Pyongyang- 
But the CHnto n administration is 
caught between conflicting pres- 
sures. At home in Congress. Republi- 
cans and some Democrats fear the 
administration is being too soft, fad- 
ing to enforce the 1994 Agreed 
Framework under which North 


instability risk destabilising the 
monolithic regime. The concern 
among critics is that Pyongyang fe 
instead seeking to exploit South 
Korea's overtures to extract some- 
thing from the US. . . 

These concerns increased when 
the North Koreans demanded a 



Korea agreed to stop develoi 
ionium with possible weapons 
tlal tn exchange for energy 

tance. 1 - - Y . 

But Strath Koreans PMsHfent Knn, 
elected a year ago- and committed . to 
pursuing- his "“sunshine" diplomacy, 


free?»OTi and rr> nw ah'ftari trt /livmnry 1 baa sought closer ties With htS nortfa- 
tle’fts nudearvfeapens programme, ern neighbour, and te-clearly dt^otp- ‘ 


as it has agreed 'to do," he said. 

“Until it fully commits itself to a 
constructive roje. on this peninsula 
we must remain ready"- . 

But Mr. Clinton's strong words 
masked US uncertainty about how 
to deal with the escalating crisis. 
Two' Incidents in North -Korea in the 
past few. months - .the' launch of a 
missile over Japan and the discovery 
of a suspicious “hole in the ground 0 
that might be' used for nuclear pbr- 


fited by the .latest development^. 

The jwfesbA firing over Japan in 


oh*. ; $300m fee in return for opening U® 

•' site to inspection. US officials this 

- weekend laughed off any suggestion 

- they would pay- ~ ; ;V - 

VSandy Berger, national secur| 

- adfcser; insisted North Korea 
access to the site and- said the Ti£ 
would get tough if it did not.' But Mr 
Berger also seemed keen to play 
<Ibwn the incident He said il wouW 
be “premature** ,to co nc lude the.suj- 


C V 


test. 

The renewed tensions dominated 
discussion between Mr Clinton- and 
President Kim Dae Jong of 
South Korea this weekend, as 
both men affirmed their determioa- 


August was troubling, enough, but it picious bole% wa9 nuclear - 

has been eclipsed in recent weeks by related. He shared- the view itf 
the concern over thie ^hole”. . Kim that there have, been Positive- 

Last week a special US envoy sent developments in North Korea. ... 
to discuss the problem with Pyong- . Mr Berger said: “This ts a very 
yang, first said there was “compel- complicated regime with a very com- 
Ting evidence’'. of audear activity,. indicated leadership picture. l.donT? 
but was then forced to Tetract his think you’re going to see a dear, 

picture for some time of which way 1 
North Korea goes.” 

Mr Clinton stressed that the U£L 
webs as eager to entourage the posi- 
tive signs - such as last week’s 
resumption of cruise ship tours from 
south to north - as it was to want 
against negative indications of 
Pyongyang's intent ^ 


statement - 

Critics in Washington suspect the 


poses. - have put US policy to the . rite is a breach of the Agreed Frame- 
work. They believe the administra- 
tion is gaffing for fear of complica- 
ting relations with Seoul. 

North Korea still desperately 
ne ed s money, but fears that moves 
to open up to foreign . trade and 


Six die in Indonesian capital as 
riots take on religious dimension 




By Sander Thoeaes in Jakarta 


At least six people died and 30 were 
wounded fn Jakarta yesterday as the 
latest riots to hit Indonesia's 
took on a religious dimension. 

Crowds. of Moslems killed and 
mutilated five Catholics' from the 
Indonesian island of Ambon j after 
artn wring them of IriTHng one Mos- 
lem. Mobs tore through northern 
Jakarta yesterday, " torching 
churches, attacking Christian 
schools and looting shops. 

The bloody strife reflects long sim- 
mering ethnic and religious tonninmi 
in Indonesia. The tensions bad been 
largely suppressed during the iron- 
fisted 32-year rule of former presi- 
dent Suharto who quit in May dur- 
ing bloody rioting that killed more 
than 1200 people. 


In recent weeks there have been 
almost daily protests and frequent 
clashes, fn priori fry popular frustra- 
tion amT pw nvunic hardship Crowds 
looted shops last week, inspired the 
day before by street battles between 
protests rs. government supporters 
and toe military. One more student 
died yesterday, from bullet, wounds 
sustained during -those . clashes, 
which left n dead. 

FightMg yesterday started after 
Moslems demanded that Ambonese 
guards shut down a nearby gam- 
bling bail while their religious ser- 
vice was being held. When the 
guards refused, Moslems burned the 
ball and a church. 

Some rioters shouted anti- 
Chinese slogans and looted shops 
owned by ethnic Chinese, risking a 
repeat of last week’s looting or the 


May riots. The Ambonese minority ,‘, u - 
in Jakarta is smaller than the Chi- . 
nese community. 

General Wiranto. chief commander 
of the armed forces, conceded yester- 
day that his soldiers bad made mis- 
takes In handling the student pro- 
tests and promised an investigation, 
but he has ignored student protests 
calling for bis resignation. Most stu- 
dent groups have focused on push 
ing the military out of politics, 
though an increasing number ahp 
want President B.J. Habibie andfrfr 
government replaced. 9- 

Yesterday’s religious violence 
raises fears of continuing unrest pre- 
ceding parliamentary elections, 
planned for May or June. More than 
100 parties have registered, at least 
20 are running on an exclusively 
feiamfo platform. 
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From 1st January 2000, American AirUncs’ fleet of Boring 727s laced expend toanges to the airframe or 'the engines. Tough 
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Dow returns to near-record heights 


The Dow Jones Industrial Average surged again 
on Friday, ending the day 103.50 points ahead 
at 9,159.55. At that level, It was a whisker 
below its record closing high of 9,190.19 on 
July 21 — and the question this week is: how 
much higher can ft go? But some analysts are 
predicting a fan bigger than that suffered In late 
July and August. Markets Week, Page 25 

US and UK economies in step 

This week should show 
StefOna whether the US and 

UK economies con- 
tinue to display their 
tendency to move in 
synchronised cycles, 
which has contributed 
to relative stability In 
“cable" compared with 
other cross-rates. The 
second estimate of 
gross domestic product 
growth in me US is 
expected to be revised up from the 3.3 per cent 
annualised growth rate. British business 
releases a key survey. Currencies, Page 26 

SE Asian bond market picks up 

Local bond markets in south-east Asia are 
slowly picking up. This is not a sign of eco- 
nomic recovery in the region but does confirm 
that governments are using local debt markets 
to meet some of the costs of the crisis, such as 
huge budget deficits and costly financial system 
restructurings. International Bonds, Page 22 
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i Colombo looks to domestic investors 

^ It is not only Sri Lankan speculators but the 
Colombo stock exchange itself that is taking a 
gamble. For as the bourse heads for uncertain 
times, it is embarking on expansion. The tiny 
Colombo exchange is to open its first branch 
outside tire capital in an attempt to attract rural 
investors and reduce its dependency on foreign 
investors, who have been leaving in droves. 
Emerging Markets, Page 23 
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Slowdown worries European bourses 

Signs of slowing economic growth remain tire 
main concern for European investors, despite 
the rally in share prices at the end of last week. 
Weak French industrial production figures, 
which followed a downbeat Ifo survey of Ger- 
man business confidence, point to a slowdown 
from the buoyant picture of growth that was 
emerging earlier. Euro Prices, Page 27 

EMI desperately seeking a suitor 

Investors have been braced for a ghastly set of 
interim results from EMI since September, when 
Tfr Cofln Southgate, the UK music group's 
chairman, issued a profits warning. But even 
though they will discover tomorrow exactly how 
grim the figures are. the chief concern of EMI's 
shareholders is whether the group win finafly be 
the subject of a bkt Page 20 

Sober time tor Siebe stock - 

Siebe, the international engneerhg group, has 
largely lost the 10 per cent sales growth rate 
that earned the stock its premium rating, and 
interim results today are not expected to regain 
that high ground. Companies Diary, Page 25 


FT GUIDE TO THE WEEK 
- full listings Page 36 

CRUDE FACTS FOR OPEC 
Oil ministers from the Organisation of Petroleum 
Exporting Countries meet fn Vienna on Tuesday 
against a backdrop of low prices. Opec 
countries stand to see their petroleum revenues 
fan by about a third this year. 

PINOCHET EXTRADITION VERDICT 
The UK House of Lords, acting as the country’s 
highest court will rule on the extradition to 
Spain ot former Chilean dictator Augusta 
Pinochet on his 63rd birthday on Wednesday. 
WTO HEARS BANANA COMPLAINT 
The US threat of trade retaliation against the 
European Union in their banana war will be 
raised by Brussels at a meeting on Wednesday 
of the World Trade Organisation’s dispute 
settlement body. 
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EdF seeks knock-out blow in bid 


By AiKfeew Taylor, 


French group in £2bn unconditional offer for London Electricity 


Utmtns Correspondent 


Electricity de France has made 
an unconditional raah offer of 
more than £2bn ($3.3bn) for 
London Electricity in a bid to 
overcome potential competi- 
tion and regulatory concerns 
and see off a rival offer from 
British Energy. 

The French state-owned 
power monopoly is now 
favourite to buy London from 
Entergy, . its US owner. 
Entergy, which needs cash to 
reduce its borrowings, has 
been concerned that any deal 
should not be delayed by com- 


petition or regulatory issues. 
EdF, by making its offer 
unconditional, is talcing the 
risk that European Union or 
British authorities may want 
to investigate its purchase of 
London. The French group 
would also have to abide by 
any subsequent ruling order- 
ing it to sell all or part of Lon- 
don's supply and distribution 
businesses. 

PowerGen, the UK’s second 
largest fossil fuel generator, 
took a ghniiar route this sum- 
mer when it made an uncondi- 


tional offer of £li)b& to buy 
East Midlands, the country's 
third largest electricity sup- 
plier, from Dominion of the 
US. Peter Mandelson, the UK 
trade, and industry secretary, 
said the sale could proceed 
provided PowerGen sold 
4.000MW of its coal generation 
capacity. He overruled the 
Office of Fair Trading, which 
wanted a monopolies investi- 
gation into the sale. 

Mr Mandelson wants power 
station disposals to encourage 
competition and reduce the 


price-setting power of large 
fossil fuel generators, while 
more electricity trading 
arrangements are introduced. 
He has criticised arrangements 
that have allowed EdF to 
transmit cut-price electricity 
to the UK at the expense of 
coal-fired generation. 

EdF argues that European 
competition rules require large 
cross border bids, on the scale 
of its offer for London, to be 
vetted by the European Com- 
mission rather than the Brit- 
ish authorities. It has 


increased its cash offer to 
more than £2bc while British 
Energy is thought to have 
offered just under £2bn. 

The French group’s decision 
to make its offer unconditional 
will be difficult for Entergy to 
refuse. The US group so far 
has declined to be swayed by 
EdF's cash or arguments that 
its bid is unlikely to fall foul of 
competition authorities. 

National Power. Britain's 
largest fossil fuel generator, is 
this week expected to 
announce sales of some of its 
coal-fired power stations and a 
possible alliance with another 
regional electricity supplier. 


Demand fuels success of BNL flotation 


Privatisation raises $4.6bn for Italy 


By Paul Betts in Ifitan 

Heavy retail and institutional 
demand for Banca Nazionale 
del Lavoro shares turned the 
privatisation of Italy's last sig- 
nificant state-sector commer- 
cial h ank into a weekend suc- 
cess for the government. 

Its privatisation gamble, 
which will raise L7,732bn 
($4.65bn) for the state coffers, 
paid off in spite of volatile 
market conditions. 

Carlo Azeglio Clampt the 
economy minister, said the 
sale of the government’s entire 
85 per cent stake in the hank 
was “one of the most impor- 
tant made in Europe in the 
past few years at a time when 
financial market conditions 
were not at their best". 

The retail offer was six times 
subscribed while the institu- 
tional offer was three times 
subscribed. To satisfy part of 
the excess retail demand (2.6bn 
shares wee ordered out of an 
original offer of 450m). the 
retail offer has been increased 
to 662m shares. The Institu- 


tional offer has been reduced 
from 500m shares to 453m 
shares - including the 143m 
shares set aside for the “green 
Shoe" option in the event of 
oversubscription. 

The move reflects the Trea- 
sury’s policy of encouraging 
Italian small savers to invest 
more in equity markets. 

The price of shares in the 
retail offer was set on Satur- 
day at IA550 while the price 
for institutions was L4.700 a 
share. The three new core 
shareholders of the bank - 
Spain's Banco Bilbao y Viz- 
caya (10 per cent). Banca Popo- 
lare Vlcentina (7.75 per cent) 
and the Italian In a insurer 
(725 per cent) - will pay L4B88 
a share for their holdings. 

The flotation is expected to 
be followed by the merger of 
BNL and Banco di Napoli. 
BNL and Ina already control 
Banco di Napoli through a 
joint holding company. 

The Dotation brings the total 
raised by the Italian govern- 
ment from priva ti sa ti ons this 
year to L19,700bn- In the past 



four years, the government 
has sold off L82,000bn worth of 
state assets. 

The success of the BNL 
sell-off, which was piloted by 
its chief executive Davide 
Croff, is expected to give fresh 


impetus to Italy’s privatisation 
programme, including the sale 
of its 54 per cent stake in Aero- 
porti di Roma, the airports 
operator; Autostrade, the 
motorway group: Alitalia, the 
state airline; and maybe Enel. 


the state electricity company. 
The imminent sale of Aero- 
porti di Roma is already gener- 
ating intense competition 
among rival private groups 
interested in acquiring control 
of the Rome airports operator. 


UK pension funds form alliance 


US and 

By Jane Marfinsoq, 

I nv e s t men t co rre sp ondent 


Company managements on 
both sides of the Atlantic will 
face renewed shareholder pres- 
sure when two of the largest 
institutional investors in the 
US and the UK join forces in a 
bid to improve corporate gov- 
ernance In both countries. 

Calpers, the largest US pen- 
sion fund, and Hermes, which 
is owned by the UK’s largest 
pension fund, will today 
announce an agreement to 
pool resources with the aim of 


turning round under-perform- 
ing companies on both sides of 
the Atlantic. The alliance, 
which brings together two 
groups with combined assets 
under management of S198bn. 
is tbe first of its kind in the 
world. 

Kayla Gflian. general coun- 
sel for Calpers, said tbe part- 
nership reflected the increas- 
ing importance of 
international investing for 
institutions. Both groups have 
taken leading roles in the cor- 
porate governance debates in 
the US and UK but “we 


wanted to do internationally 
what each of us is doing 
domestically”. 

Peter Butler, corporate focus 
director at Hermes, said: “We 
take share ownership very 
seriously. We have the same 
responsibilities for overseas 
investments but they are 
much smaller and it’s more 
difficult to justify the work- 
load involved to our trustees." 

Calpers, which has assets 
under management of $l39bn, 
has increased its international 
investments from 12 per cent 
of total assets to 20 per cent in 


the past three years. Its cur- 
rent UK investments are val- 
ued at $5-9bn. 

Hermes, which manages 
assets of $59bn, has $3.4bn 
invested in the US. 

If successful, other investors 
around the world could be 
invited to join the alliance. Ms 
Gillan said: “1 would like to 
see this alliance repeated in all 
tbe major markets in the 
world”. However, both sides 
admitted this could take some 
time given the fledgling nature 
of corporate governance net- 
works outside the US and UK. 


Hermes will represent Cal- 
pers when voting on UK com- 
pany issues and vice versa. 
Both sides will also work on 
joint action plans over issues 
such as executive pay and pre- 
emption rights. 

Both fund managers largely 
track indices rather than 
actively choosing investments. 
Hermes holds just over 1 per 
cent of the entire UK equity 
market and invests in 1.000 UK 
companies, while Calpers owns 
just under 1 per cent of the US 
equity market and invests in 
1.600 US companies. 


Guardian 
Royal 
Exchange 
in talks on 
takeover 

By Andrew Bolger, 

In London 

Guardian Royal Exchange, the 
UK composite insurer long 
seen as most vulnerable to 
takeover, is in talks with sev- 
eral parties over the sale of all 
or parts of its business. 

The sale of GRE, which is 
likely to fetch more than £3bn 
i$5bnj would continue the 
wave of consolidation that has 
been sweeping the European 
insurance market, with larger 
groups swallowing up weaker 
competitors. 

Possible purchasers include 
France's Axa group, which 
already has a controlling stake 
in Sun Life & Provincial, the 
UK life assurance company. 
GRE’s general insurance arms 
in their home territories might 
also attract Germany's Allianz 
and A1G from tbe US. 

GRE declined to comment 
yesterday, but is expected to 
make a statement to the stock 
exchange today. It has 
appointed Morgan Stanley 
Dean Witter, the US invest- 
ment bank, to handle the pos- 
sible sale after receiving what 
was deemed a particularly seri- 
ous approach. 

GRE's shares closed on Fri- 
day at 308p. valuing the group 
at about £2.7bn - well down on 
February's peak of 495p. when 
the group was worth £4.4bn. 

Its roots go back to 1720, 
when Royal Exchange Assur- 
ance was established by royal 
charter. However, it has been 
dwarfed in recent years by the 
merger between Royal Insur- 
ance and Sun Affiance, which 
created Royal & Sim Affiance, 
and the deal between Commer- 
cial Union and General Acci- 
dent. which produced CGU. 

Analysts have complained 
that GRE, the smallest of the 
UK composite insurers, lacks 
critical mass in its markets 
and the group's long history 
has left it spread across a 
range of countries and niches. 

Only about a fifth of the 
group's premium income 
comes from life assurance and 
asset management, areas that 
are expected to grow in west- 
ern Europe as welfare state 
provision diminishes. 

Tbe sale of GRE would be a 
great disappointment to John 
Robins, chief executive, who 
has insisted it had an indepen- 
dent future. 


Comment, Page 20 
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Buy . . . but not just yet 


Barton Biggs, Morgan 
Stanley's celebrated, strategist 
who this month announced it 
was time to buy Japan, is 
famous for his bold strategic 
rails. But perhaps this time he 
has backed a loser. 

For most people, Japanese 
equities have proved 
disastrous investments and 
there are few signs that their 
return is likely to improve. 
However, some foreign 
investors have listened to Mr 
Ttiff fs and other optimistic 
strategists: in the past two 
weeks international investors 
hare been net buyers of 
Y340bn ($2 ,833m) worth of 
Japanese equities. 

You would have thought 
foreign investors had learned 
their lesson. During the 1990s 
they have purchased a 
c umulati ve Y25,390bn worth of 
Japanese equities. 

Yet since 1991. when 
foreigners became persistent 
net purchasers, the Topix 
Index of first-sector stocks has 
fallen more than 35 per cent, 
the yield has been paltry and 
there have been next to no 
currency gains. Japan has 
provided a pretty rotten 
return. 

Why do some international 
investors; in spite of their 
repeated maulings. want to 
increase their exposure yet 
again? 

The reason, as Mr Biggs 
points out. is that at some 
point the Japanese market will 
teach the same point as the US 
market in 1982 - presenting a 

buying opportunity of a 

generation. 

gy some calculations, the 
market may already have 


reached that moment About 
10 per cent of the market is 
trading below Us break-up 
value. 

In any normal market that 
would bigger frenzied mergers 
and acquisitions activity that 
would drive up share prices. 
But of course Japan is no 
ordinary market Nearly 50 per 
cent erf the market is owned in 
cross-shareholdings that are 
only gradually unwinding and 
form a so-far impenetrable 
barrier to hostile takeovers. 

The basic problem for the 
optimists is that Japanese 
corporate earnings are in deep 
trouble. This is not surprising. 
The economy looks set to 

contract for four consecutive 
quarters. All components of 
final demand are down. 

Capital investment is plunging 
and consumer demand 
continues to decline. 

As for government-led 
demand. YKLOOObn worth of 
stimulus packages - excluding 
the latest Y24.000bn effort - 
have not been able to generate 
sustainable growth. 

Given the (fire 

macro-economic environment, 
and the lack of cost cutting by 
Japanese companies, earning 
are set to continue to decline. 
Warinug DiUos Read 
estimates that operating 
profits at ex-financial 
companies on the main section 
of the Tokyo exchange will fall 
7 pH - cent this year and 9 per 
cent next 

There are, of course, good 
companies in Japan generating 
profits growth. Sectors as 
diverse as consumer finance 
companies, pharmaceuticals, 
media, telecoms and 


convenience stores are 
expected to post solid growth 
over the next two years. 

But these are already highly 
rated and may not be good 
value. 

As for the supply-demand 
balance, it offers little comfort. 
On the supply side, the market 
has just had to absorb NTT 
DoCoMo’s initial public 
offering, the world' s larg est 
ever, and is facing NTFs 
secondary issue - worth about 
S7.Sbn - and another issue in 
the rail sector. 

On tbe demand side, retail 
investors, burned so many 
times, now own only 7 per cent 
of the market, a proportion 
that continues to fall. 
Moreover, government price 
support operations - using 
Post Office savings funds to 
prop up the market by buying 
shares - may be nearing their 
limit This year allocations 
have already been mostly 
spent As for next year, the 
Post Office needs to prepare 
for a possible nasty out-flow of 
funds. 

That leaves foreigners to 
take up the slack. Tbe 
strongest argument is that 
western institutions are 
underweight and may miss the 
recovery when it happens. Jt is 
arguable that foreigners’ 
ownership of the market, at 
17.5 per cent of the Nikkei 225 
and S.75 per cent of the first 
section, is probably already 
high. 

Of course, Mr Biggs will 
eventually be correct, and 
there will be a once in a 
generation opportunity to 
buy into the market. But not 
yet. 


EURO DISNEY S.C A 

' + 

1998 ANNUAL RESULTS 

Commuted strong growth rn operating performance 

I vie* income up 34% ot FF 290 million, 
including a contribution from development activities. 

Commenting on the 1998 results, Gillcs Pelisson, Chairman and 
Chief Executive Officer of Euro Disney S.A., said: 

In a tourism environment largely affected by the Football World 
Cup, Disneyland Paris has confirmed its position as the leading 
European leisure destination. 1998 was characterised by a strong 
improvement in operating performance and the start of important 
developments aimed at diversifying our product offering. Ail these 
elements strengthen our confidence in the future of the Company, 
and we look forward to the major event of 1999, the opening of our 
new attraction “Honey I Shrunk the audience! 


For further information, you can join us by internet: 
http://www.disneylandparis.com (rubric “corporate”) 

OR CALL THE EURO DlSNEY SHAREHOLDERS’ CLUB ON: 33 (0) I 64 74 j6 30 
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SPORTS M EDIA STEINBRENNER TO SELL MAJORITY INTEREST IN BASEBALL CHAMPIONS FOR $600m 


Cablevision home run with Yankees buy 


Jy ffiaert Tomkins hi New 
Yortc 

The New York Yankees, one 
of the most fabled baseball 
teams in US sports history, 
yesterday looked set to 
change hands for a sum that 
set a record for a US 
sports franchise. 

George Steinbrenner. who 
bought the team 25 years 
&£o with a group of lnves- 
tora for Jiom, was said to 
have agreed to sell a major 
tty interest In the Yankees 


to Cablevision, the New 
York based cable television 
station, for about $eoom 

(£357m;. 

It wQl be the world's big- 
gest sports deal after the 
pending $lbn sale of Man- 
chester United, the English 
football team, to Rupert 
Murdoch, the media mag- 
nate. 

The previous record for a 
US sports franchise was the 
$530m recently paid by the 
National Football League for 
the Cleveland Browns, while 


the record for a baseball 
franchise was the $3llm paid 
by Mr Murdoch for the Los 
Angeles Dodgers earlier this 
year. 

Cablevision has long been 
negotiating to buy the Yan- 
kees, winners of this year's 
World Series baseball cham- 
pionship. It already owns the 
rights to broadcast the 
team's games under a 12- 
year, $486m contract, and 
would almost certainly have 
to pay more for a new deal. 

With the payments run- 


ning so high, Cablevision 
calculated that it might as 
well own the team. 

Mr Steinbrenner is willing 
to sell because he Is 68 years 
old and neither of his sons 
has expressed any interest in 
owning or running the twam 

Mr Steinbrenner owns 
about 60 per cent of the Yan- 
kees. with the balance held 
by family members and 16 
outside investors, including 
the Crown family of Chicago 

and the Nederlander family 
of New York. 


Under the proposed deal, 
details of which emerged In 
New York press reports over 
the weekend, Cablevision 
would acquire most of Mr 
Steinbrenner's stake and 
some of the other owners' 
stakes, taking its equity 
interest to about 70 per cent. 

Mr Steinbrenner would 
retain a small equity interest 
and continue running the 
team, although it was not 
clear for how long. New 
York has long bad a love- 
bate relationship with Mr 


Steinbrenner. an Irascible 
shipping tycoon who has 
often attracted criticism for 
his hi g h-h fl n ded treatment of 
managers and players aHVo 
Recently, however, he 
earned the city's grudging 
respect when the Yankees 
won the World Series for the 
second time in three years, 

ranking tTw» twim nmnnp Hip 

best in baseball history. 

Cablevision also owns the 
New York Rangers ice 
hockey team and the New 
York Nicks basketball team. 


EMI investors hope for Prince Charming as grim news looms 


Fickle fans, Smashing Pumpkins and 
Spice losing its savour: Alice Rawsthom 
assesses the music group’s prospects 


I nvestors have been braced 
for a ghastly set of interim 
results from EMI since Sep- 
tember, when Sir Colin 
Southgate, the music group's 
chairman, issued a profits 
warning. 

But even though they will 
discover tomorrow exactly 
how grim the figures are, the 
chief concern or EMTs share- 
holders is whether the group 
will finally be the subject of 
a bid. 

The shares jumped by 
56%p to 392p on Friday, on 
speculation that It was In 
talks with Rupert Murdoch's 
News Corporation, only for 
EMI to issue a denial. 

The shares had until then 
fallen by 30 per cent since 
March, when Seagram of 
Canada made an approach - 
only to jilt EMI by bidding 
SUbn (£6.5bn) for its 


arch-rival PolyGram. 

EMTs long-suffering Inves- 
tors now hope that another 
of its on-off suitors - such as 
Bertelsmann, the German 
media group - will bid. But 
if their hopes are dashed yet 
again, they may face a long 
wait while the new group 
chief executive whom bead- 
hunters have been hired to 
find tries to revive its for- 
tune. 

The prospects for an inde- 
pendent EMI look bleak. The 
crux of its problems is that 
Sir Colin completed his long 
term strategy of stream- 
lining the old Thorn-EMl 
empire into a specialist 
music company at the same 
time as the S38bn music mar- 
ket turned sour. Record sales 
have stalled worldwide this 
year, reflecting economic 
instability and growing com- 


petition from other enter- 
tainment products, notably 
video games and the inter- 
net. Conventional music 
piracy has soared as CD pro- 
duction costs have fallen, 
and internet piracy threat- 
ens to spin out of control. 

The music market is also 
fragmenting as consumers 
become more fickle, thereby 
shortening the careers of 
even the most successful 
stars. Record companies are 
trapped in a cycle of spend- 
ing more on promotion in an 
increasingly unpredictable 
market, which makes their 
hits less profitable and flops 
more expensive. 

EMI has proved particu- 
larly vulnerable. During the 
buoyant mid-1990s. Its per- 
formance was bolstered by 
the weak pound and by 
windfall profits from the 
Beatles’ Anthology albums, 
and then the Spice Girls. 
When the music market stal- 
led, EMI was burdened by 
the strong pound and a 


dearth of hits. 

It has had some successes 
this year, notably with 
Robbie Williams in Europe 
and Priority Records, its US 
rap label; but the heavily 
promoted releases by Janet 
Jackson and the Smashing 
Pumpkins proved disap- 
pointing. And as for the 
Spice Girls. Dresdner Klein- 
wort Benson expects them to 
contribute £15m to operating 
profits this year, against 
£64m last year. 

EMI has little hope of 
improving profitability by 
cutting costs because Ken 
Berry, head of its record 
labels, has already rational- 
ised its operations. “If 
there’s one thing these guys 
are good at, it's cutting 
costs, and there's not much 
left to go," said Michael 
Nathanson. analyst with 
Sanford C. Bernstein in New 
York. 

The gloomy outlook, cou- 
pled with EMTs lean condi- 
tion, may deter prospective 


bidders, such as News Corp, 
Walt Disney or Microsoft, 
which do not already own 
sizeable music businesses. 
These companies might be 
attracted by the prospect of 
owning EMTs classic music 
copyrights, but unless they 
can cut costs by merging it 
with a similar operation, 
EMTs poor trading prospects 
would make the deal seem 
expensive. 

However, the same argu- 
ments make EMI very 
appealing to another multi- 
national music group, partic- 
ularly as the forthcoming 
merger of Seagram's Univer- 
sal Music with PolyGram 
threatens to raise the finan- 
cial stakes In the industry. 

PolyGram is already the 
world’s biggest record com- 
pany with 17 per cent of 
sales, and its merger with 
Universal will create a colos- 
sus with a 23 per cent share. 
The two companies will com- 
mand nearly 25 per cent of 
the $l2bn US music market 


Sony and Warner, the sec- 
ond and third largest music 
groups, would face anti-trust 
problems in many countries 
If they tried to buy EML 

The smaller Bertelsmann 
Music Group (BMG) would 
also encounter difficulties, 
notably in Germany and 
Brazil, which, until now, 
have deterred it from bid- 
ding. Bertelsmann execu- 
tives also argue that they 
expect EMTs shares to fall 
further and. having spent 
more than $2bn on publish- 
ing acquisitions this year, do 
not wish to be hurried into 
an unnecessarily expensive 
bid. 

They must now weigh 
those considerations against 
the risk of an offer for EMI 
from News Corp, or from one 
of the break-up consortia 
being dreamt up by fee-hun- 
gry investment hwnit^ and 
against the threat of BMG 
becoming too small to com- 
pete against the combination 
of Universal and PolyGram. 


BSkyB in move for Italian pay TV 


By Paul Betts hi Wan 

Telecom Italia is in the final 
stages of negotiations with 
Rupert Murdoch to form a 
new Italian digital pay tele- 
vision partnership which 
will also include TFl, the 
leading French television 
network controlled by the 
Bouygues media and con- 
struction group. 

The proposed alliance with 
Mr Murdoch’s BSkyB televi- 
sion group has already pro- 
voked political opposition in 
Italy, with the government 
and the opposition fearing 
the arrival or Mr Murdoch in 
the country's politically sen- 
sitive broadcasting sector. 


The deal now hinges on 
the approval of Franco Ber- 
nabe, Telecom Italia’s new 
chief executive appointed 
last week. 

Mr Bemabe, the former 
head of Enl, the Italian oil 
and gas group, is expected to 
review both the business 
and political implications of 
the proposed partnership, in 
what will be his first signifi- 
cant decision at the priva- 
tised telecommunications 
group. 

Mr Murdoch has been 
negotiating with Telecom 
Italia since the summer to 
acquire a stake In the tele- 
com's group Stream multi- 
media start-up subsidiary. 


Telecom Italia intends to use 
Stream to launch a second 
digital pay-TV platform in 
Italy in competition to the 
existing Telepid pay TV net- 
work 90 per cent controlled 
by Canal Plus, the French 
group. 

Apart from penetrating 
the Italian television market, 
Mr Murdoch is also anxious 
to secure the valuable pay 
television rights for Italy’s 
Serle A and Serie B soccer 
leagues. His proposed part- 
nership with Stream is con- 
sidering a L4J200bn (&55bn) 
bid to acquire these rights 
from the Italian soccer, 
league for the next five 
years. 


Mr Murdoch is convinced 
that a new pay television 
network can only become 
profitable if it secures these 
soccer rights. However, his 
ambitions have been compli- 
cated by his rival Canal Plus 
which has already negoti- 
ated separate long term 
.rights deals with four lead- 
ing cluhs - Juventus, Inter 
Milan. AC Milan and Napoli 
- which account far the bulk 
of the Italian tv soccer audi- 
ence. 

Telecom Italia yesterday 
sought to quash speculation 
that Mr Murdoch would 
announce an agreement 
today in a press conference 
in London. 


AMP chases 
Pearl customers 


By Christopher BnnwHfcimes 


AMP, the Australian insurer, 
is planning to set up a bank 
in the UK to offer deposit 
accounts to customers of its 
Pearl Assurance subsidiary. 
The aim is to capture some 
of the £400m to £500m 
($840m) which Pearl pays out 
every year in maturing poli- 
cies. 

It follows moves by other 
UK insurers to develop bank- 
ing operations. 

George Trumbull, AMP 
cbief executive, said be 


hoped AMP Bank, which 
was only set up in Australia 
earlier this year, would start 
operating in the UK next 
year. “It would he focused 
solely, on existing Pearl cus- 
tomers. it's not a grand 
entry into hanking", he said. 

The bank would need 
approval from the Bank of 
England. Pearl Assurance 
caters to lower to middle 
income groups and until 
now its fledgling banking 
operations have been han- 
dled through a tie-up with 
the Bank of Scotland. 


COMMENT 


Guardian Royal 


Radical solutions certainly need to be considered at 
Guardian Royal fl y-hp " f The insurance group is spread j 
too thin In too many markets to enjoy much competitive 
advantage. So news that it has appointed Morgan Stanley to 
haniiip a possible sale of the company is welcome. With one 
suitor making what was deemed to be a particularly serious 
approach, it makes sense to try to drum up some competi- 
tive bids. 

The *nag is that, precisely because Guardian is something 
of a hodge-podge, it may be hard to find many buyers who 
want the whole group. Securing a premium price will 
require skill. 

So Guardian should not limit itself to selling everything to 
a single bidder. To maximise the sales proceeds, it may need 
to consider salting itself off in chunks. 

Insolvencies 

It is 12 years since the UK threw a new lifeline to sinking 
companies by introducing the administration procedure. But 
it has proved too costly and long-winded to be relevant in 
most Insolvencies. The government’s latest proposal for . 
reform should enjoy more success because it Is swimming 
with the tide. 

The plan is to build on the company voluntary agreement 
mw-hanigm which has grown rapidly in the past three years 
- despite falling Insolvencies. 

As the tmitw suggests, a CVA offers a company the chance 
to agree a work-out of its debts. The new proposals should 
tackle one of the main problems limitin g its use: that the 
company has no protection while it tries to set up a CVA, so 
a sin gle irate creditor can scupper the attempt Allowing up 
to three months instead of one also seems fair. But that 
should be quite enough. The US Chapter 11 procedure can 
allow a failing company to trade for far too long, damaging 
healthy competitors as well as creditors. 

indeed, the virtues of a more debtor-friendly scheme are 
strictly limi ted. Companies often go bust because they are 
badly run. Traditional receivers should not be maligned for 
recycling the viable parts to better managed homes. Care 
must also be taken if the creditors' pecking order Is to be 
tampered with. While it might be generous of the govern- 
ment to soften the Inland Revenue’s approach to defaulters, 
hanks will factor any loss of rights into borrowing costs. 


ICL ends talks 
with Nomura 


4 


By Norma Cohen, Property 
Correspondent 


ICL, the IT systems and 
services company, said it has 
broken off talks on the sale 
of its property assets to 
Nomura, the Japanese-based 
investment bank, hi a deal 
valued at up to £lbn 
<»i.7bn). 

The two sides could not 
agree on a price, but a 
spokesman for Nomura said 
this was completely unre- 
lated to .problems In its .com- 
mercial properly interests. 

Capital Company of Amer- 
ica, Nomura's commercial 
property finance subsidiary, 
announced a 8275m (£l63m) 
half-yearly loss In Septem- 
ber, and several mortgage 
finance executives have sub- 
sequently left 

“That had no effect”, the 
spokesman said, adding that 


Nomura’s Principal Finance 
Group, which was negotia- 
ting with ICL, had continued 
to sign new deals despite the 
weakening real estate mar- 
ket to recent months. 

Under .terms of the deal, 
Nomura would have 
acquired the leasehold and 
freehold assets and under- 
taken full responsibility for 
facilities management and 
maintenance. 

Richard Reed, director of 
commercial operations at 
ICL,- said the.. company, 
intends to seek a buyer, 
manager for its UK property 
portfolio. “The objectives 
(for the deal) include the 
transfer of risk," Mr Reed 
said. Risks for ICL, which 
has roughly 100 UK proper- 
ties, almost all leasehold, 
include management of 
leases at buildings it no lon- 
ger occupies. 
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Philip staves off bankruptcy 




> 


By Scott Morrison In Toronto 

Philip Services, the troubled 
Canadian waste services 
group, has staved off the 
threat of forced bankruptcy 
by agreeing to surrender 90 
per cent of the company to 
US financier Carl Icahn and 
other debt holders. 

Under the terms of a 
restructuring agreement 
reached between Philip and 
three lenders on Friday, the 
Canadian group would con- 
vert its USSl.OSbn In bank 
debt into US$200m of new 
secured debt. Current share- 
holders would be entitled to 
retain a 10 per cent interest 
in the company. 

The waste services group 
was forced into the agree- 
ment after Mr Icahn, 
believed to hold or control 
the largest portion of Philip 
debt, threatened to launch 
bankruptcy proceedings if 
management did not transfer 
ownership and control of the 
company to lenders. 

Mr Icahn moved quickly 
after the company said it 
would stop servicing its 
debt The agreement, which 
requires the support of two- 
thirds of the company’s 40 or 
so debt holders by December 
IS, provides Philip with 
eight months to complete its 
financial restructuring. 







Carl Icahn: moved quickly to force restructuring agreement 


Mr Icahn and the two 
other lenders - American 
Real Estate Holdings and 
Foothill Partners - agreed 
not to launch bankruptcy 
proceedings unless Philip 
failed to meet target dates or 
other obligations. 

“The standstill was neces- 
sary to afford Philip Services 
and its stakeholders the 
opportunity to salvage value, 
stabilise current operations 
and move quickly and effi- 
ciently towards a responsible 


restructuring," Mr Icahn 
said. 

It was not clear how much 
Philip debt Mr lea bn holds 
or controls, nor was it 
known how much equity he 
would own following the 
company's financial restruct- 
uring. The US financier, 
regarded by some as a corpo- 
rate raider, currently holds 
14 per cent of Philip shares. 

Mr Icahn aqri Foothills 
would nominate two new 
directors to the company's 


board and they -agreed to 
appoint as interim chief 
executive Allen Fracassi, the 
company founder who 
stepped down several 
months ago as the groups 
financial woes deepened. 

Jack McGregor, Philip's 
recently appointed chief 
executive, will stay on to 
oversee the company's 
restructuring plan. 

Philip also said that Soave 
Enterprises, the US scrap 
ferrous concern, and an 
unnamed US venture capital 
group had agreed to under- 
write and invest up to 
US$200m in Philip equity 
capital. Lynda Kuhn, a 
Philip official, said the 
unnamed group was not an 
investment vehicle con- 
trolled by Mr Icahn. 

Philip said the Soave 
investment would form part 
of an alternative restructur- 
ing proposal it would pres- 
ent to debt holders on or 
before December 15. 

Philip shares have plunged 
over the past year as the 
company has been beset by 
copper trading losses, 
accounting inaccuracies, fall- 
ing metals prices, large debt 
obligations and lawsuits 
filed by angry investors. 
Philip shares rose 27 cents 
on Friday to dose at C$0.83 
in Toronto. 
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Deutsche Telekom in 
cable network move 


uniiira 


By Frederick StOdemam 
ta Berth 



Deutsche Telekom. Europe's 
largest telecoms company, 
has appointed UK invest* 
ment bank N.M. Rothschild 
to advise on selling stakes in 
its television cable network. 

The announcement follows 
Deutsche Telekom's decision 
to spin ofT its loss-making 
cable activities after pres- 
sure from regulators. 

At least 20 potential inves- 
tors have expressed interest 
In acquiring stakes in the 
cable network, by for the 
t biggest in Germany. Most of 
1 'ihe interest has come from 
within Germany but a num- 
ber of international compa- 
nies are also involved. 

The network has a book 
value of DMSbn ($4-7bn). In 
1997 it had revenues of 
DMZ3ba and incurred losses 
of DMl^bn. which it attri- 
buted to start-up costs 
linked to digitisation. 

Deutsche Telekom’s cable 
strategy was also hit by the 
decision by the European 
Commission earlier this year 
to block a planned digital 
pay-TV alliance between the 
companies and the media 
groups Bertelsmann and 
Kirch. 


One of the reasons for the 
commission’s decision was 
its opposition to Deutsche 
Telekom's ownership of both 
traditional fixed networks 
and cable at a time when 
technological developments 
have blurred the distinctions 
between the two. 

In response, Deutsche 
Telekom decided to place the 
cable network business in a 
separate company from Jan- 
uary l. It then plans to 
divide up the company into 
regional units in which 
investors will be offered 
stakes. The geographical 
boundaries of the units and 
the gfag of the stakes have 
not been finalised. 

Gerd Tenzer, board direc- 
tor responsible for cable, 
said the company would not 
accept attempts at “cherry- 
picking" by investors, imply- 
ing that locations with high 
cable penetration may not be 
sold off on their own but 
together with less desirable 
regions; He added that the 
company would only accept 
“market prices" without 
specifying what these were. 
• Mannesman!!, the DOssel- 
dorf-based industrial con- 
glomerate, has appointed 
Lars Berg, chief executive of 
Sweden’s Telia, as head of 


its fast-growing telecoms 
operations, writes Ralph 
A tfrinc hi Bonn. 

Mannesinarm js nna of the 

most successful mobile and 
fixed net rivals to Deutsche 
Telekom, and has telecoms 
interests in France and Italy 
as well as Germany. 

Mr Berg's appointment is 
part of an overhaul of the 
group’s board which, as 
expected, will see Klaus 
Esser, currently vice-chair- 
man, become Mannesmann's 
chairman next May. 

Mr Esser will succeed 
Joachim Funk, who is retir- 
ing from the executive board 
taut Is. expected to become 
chairman of tbe supervisory 
board. 

Mannesmann also 
announced it was merging 
its Demag and Krauss-Maffei 
engineering divisions. The 
decision follows a substan- 
tial streamlining of its engi- 
neering interests. 

Energy and environmental 
technology interests, as well 
as petrochemical and refi- 
nery activities are currently 
being lined up for disposal. 

On last year's turnover fig- 
ures, the new subsidiary, 
Mannesmann Demag Krauss 
Maffei, would have had a 
turnover of about DMSbn. 


Manulife to form insurance 
alliance with Daihyaku 


’I 


By Gillian Tett In Tokyo 

Manulife Financial, one of 
Canada’s large life insurance 
companies, is preparing to 
form on alliance with Daih- 
yaku, a troubled life insur- 
ance group- 

Dominic D'Alessandro, 
Manulife president, denied 
that this would lead to the 
Canadian group taking over 
the Japanese company. How- 
ever, Daihyaku told local 
media that tbe alliance 
would leave the Japanese 
company selling rights to its 
now business to a future 
joint venture, which Manu- 
life was likely to control and 
would be capitalised at up to 
YlOObn (S831.6m). 

The deal, which would be 
only the second such alli- 
ance between a foreign mid 
Japanese group, provides 
now evidence of the growing 


interest among non-Japanese 
groups in the country’s vast 
life assurance sector. 

It comes at a particularly 
delicate diplomatic moment, 
since a potentially bitter dis- 
pute has erupted between 
the foreign life insurance 
companies and brokers and 
the Japanese government 
about investor protection for 
the industry. 

The government decided 
that all brokers and life 
insurance companies operat- 
ing in Japan must contribute 
to a new Investor protection 
fond from December 1. But 
tbe foreign companies in the 
brokerage sector, which 
account for about 30 per cent 
of all trades on the Tokyo 
stock exchange, have 
already complained that the 
official fund does not meet 
International regulatory- 
standards. Consequently, 37 


foreign brokers yesterday 
formally submitted an appli- 
cation to establish a break- 
away fund. 

Tbe problem has left some 
foreign life assurance groups 
waxy about conducting alli- 
ances with Japanese part- 
ners. In particular, some tear 
they would be forced to res- 
cue the Japanese company If 
It foiled. 

GE Capital, the large US 
finance group, made some 
attempt to resolve this issue 
this year in a deal with Toho 
Mutual, another weak life 
assurance group. The deal 
effectively left Toho’s liabili- 
ties “ring fenced" from the 
US company by sailing 
Toho’s new business to a 
separate joint venture. 

Tbe alliance between Man- 
nHf n and Daihyaku is likely 
to be conducted on similar 
lines, industry officials say. 


Philip 
Morris to 
buy US 
brands 


By Richard Tomkins 
In New York 


Philip Morris, tbe biggest US 
tobacco company, has 
reached an agreement to buy 
three cigarette brands for 
$300m in cash - half of 
which will be paid even if 
the deal never goes ahead. 

It is buying tbe US rights 
to the L&M, Chesterfield and 
Lark brands Grom Liggett, a 
subsidiary of Brooke Group, 
a holding company headed 
by the corporate raider Ben- 
nett LeBow. 

As a result of the deal Lig- 
gett will join the $206bn 
tobacco settlement that was 
unanimously accepted by 
state attorneys general on 
Friday and which is due to 
be formally signed today. 

Philip Morris already owns 
the rights to L&M, Chester- 
field and Lark in markets 
outside the US. It will buy 
the US rights for tlSOm, fol- 
lowed by another $150m if 
the deal goes ahead. 

The risk to the deal is that 
it may face opposition from 
the US anti-trust authorities, 
who are unlikely to be sym- 
pathetic to an acquisition 
that would increase Philip 
Morris’s market share. 

Philip Morris appears to 
have agreed to the arrange- 
ment to enable financially- 
troubled Liggett to join the 
tobacco settlement, which 
requires cash contributions 
from companies with a mar- 
ket share greater than 1-67 
percent 

The deal will take Lig- 
gett’s market share below 
this level, enabling it to join 
the tobacco settlement with- 
out paying out any money. 

Liggett wfll use the £150m 
up-front payment from 
Philip Morris to redeem 
5145m of debt that was about 
to fall due. 

The deal benefits Philip 
Morris because it removes 
the threat that Liggett could 
have sought to increase mar- 
ket share by charging lower 
prices. 

. As a signatory to the set- 
tlement. Liggett will keep its 
market share down by 
Chargin g the same prices as 
tbe big companies, and enjoy 
big profits because it will not 
have to contribute to the set- 
tlement costs. 


Renel bond repayment sought 


By Vincent Botand 


! * 



A group of foreign investors 
is demanding the 
repayment of a S135® bona 
issue by Romania’s state- 
owned electricity utility 
amid claims that recent 
moves lo restructure the 
company have lneroaad the 
risks attached to the bonds. 

Tbe investors invoked a 

"put" clause calling for ear P’ 
redemption after a change m 
the legal status or Renel. 
which issued the bonds to 
February last year. 

rp»p 1 was restructured by 
Uw Romanian government 
in July in a World Bank-sup- 
ported project that saw its 

non-nuclear generation and 
supply activities turned into 
separate subsidiaries. 


The new holding company. 
ConeL succeeded Renel as 
issuer of the bonds, but 
investors data its status as 
a joint stock company has 
weakened its state backing. 

Conoi has rejected the 
demands for an early repay- 
ment of the bonds - floating- 
rate notes with a hfe of five 
years that were placed pri- 
vately on behalf of Renel 
with a group of foreign 
Investors by Merrill Lynch. 

The Renel bonds were 
priced to yield 275 basis 
points over the, London 
Interbank Offered Rate 
(Labor). If the company was 
forced to refinance the 
bonds, it would almost cer- 
tainly have to pay a higher 
premium, hankers to London 
said. 


The dispute comes at a dif- 
ficult time for Romania, 
which has had its credit rat- 
ing downgraded in the past 
two months. Renel and 
Con el do not have credit rat- 
ings, but both Standard & 
Poor's and Moody’s cut 
Romania's foreign currency 
rating recently, to B- and Bi 
respectively. 

Bankers and investors in 
London familiar with tbe 
Cone! bonds said the com- 
pany bad until next Friday 
to agree to repay the bonds 
under the terms of the “put" 
clause, although other 
clauses could be invoked In 
early December. 

Renel was a regie ouum- 
ome, or state holding body, 
when tbe bonds were issued, 
and the investors ttorim the 


status of joint stock com- 
pany conferred on Conel has 
weakened state guarantees 
attached to the company. 

“As an RA. Renel was 
viewed as an arm of the gov- 
ernment, but the restructur- 
ing has moved it one step 
away from that implicit sup- 
port," a UK banter said. 

Traditionally, regies have 
been controlled by ministries 
while joint stock companies 
were tiie privatisation agen- 
cy’s responsibility. 

Conel has resisted pres- 
sure to make an early repay- 
ment, insisting holders of 
the bonds “have no reason 
for concern". It said it was 
clarifying the legal and 
financial aspects of the 

restructuring of the electric- 
ity sector. 
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Registered Office « 15 Via San Dahnazzo. Turin 
Corporate Headquanen and Secondary Office at 41 Como d' Italia. Rome 
Capital Slock L. 7.421251.726.000, fully paid-in 
Entered under No. 286/33 in the Ordinary Section of tbe Company Register of Turin 
Itel.D. No. 00471850016 


NOTICE OF STOCKHOLDERS’ MEETING 

The ordinary stockholders are hereby invited to a Meeting to be held on December 13, 1998 on the 
first call for the Extraordinary Session, on December 14, 1998 on the second call for the 
Extraordinary Session and the first call for the Ordinary Session, on December 15, 1998 on the 
third caff for the Extraordinary Session and on the second call for the Ordinary Session, all in Turin, 
at Centro Here Pavilion 1 - 294 Via Nizza, Lingotto, at 10:00 a.m. with the following agenda: 

AGENDA 

Extraordinary Session 

1. Amendment of articles 2, 11, 12 and 16 of the company’s bylaws and insertion of a new article 7, 
with corresponding renumbering of the subsequent articles. 

2. Authorization of the Board of Directors to increase the share capital to a maximum of 
74,000,000,000 lire by issuing ordinary shares reserved for the executives employed by 
Telecom Italia S.pA. and its subsidiaries, with the corresponding resolutions. 

3. Charge to the Revaluation Reserve under Law No. 72 of March 19, 1983, of the liability for the 
Corporate Net Worth Tax for the 1997 fiscal year, followed by replenishment of the Extraordinary 
Reserve. 

Ordinary Session 

4. Authorization for the purchase of the Company’s own shares, with the corresponding 
resolutions. 

5. Resolutions concerning the compensation to be paid to the members of the Executive 
Committee and the Statutory Auditors. 

6. Riling of vacancies on the Board of Directors through the appointment of two new members. 

To take part in the Meeting, Stockholders must file a request in the terms established by law; in 
every case, the shares must be deposited, at least five days prior to the date set for the meeting, 
with the Company’s financial offices at 4 Via A. Meucci, Turin, at 21 /B Via Isonzo, Rome, (in lieu of 
the registered office and the secondary office which are closed for renovation), or with the following 
authorized banks: 

i fltely : 

Banca Commerciale Itafiana S.pA.; IfniCredito ftaliano S.p.A.; Banca di Roma S.p.A.; Banco di 
Napoli S.pA.; Banco di Sicilia S.pA; Banca Nazionale del Lavoro S.pA.; San Paolo IMI S.p.A.; 
Banca Monte del Paschi di Siena S.p.A.; Banco di Sardegna S.p.A.; Banca Nazionafe 
delPAgricoltura S.pA; Banco Ambrosiano Veneto S.pA.; Banca Toscana S.p.A.; Rolo Banca 1473 
S.p.A.; Deutsche Bank S.pA.; Credito Bergamasco S.pA; Banco di Chiavari e della Riviera Ugure 
S.pA; CAB - Credito Agrario Bresciano S.pA.; Banca Sella S.pA; Banca C. Steinhauslin & 
C. S.p.A.; Banca Fideuram S.p.A.; Citibank N.A.; Banca Regionale Europea S.p.A.; Banque 
PARIBAS; Istituto CentraJe di Banche e Banchieri S.p A and its associated banks; Banca Popolare 
di Novara; Banca Popolare di Milano; Banca Popolare di Bergamo - Credito Varesino; Banca 
Popolare Commeroo e Industrie; Banca Popolare di Sondrio; Banca Antoniana - Popolare Veneta; 
Caripio - Cassa di Risparmio delte Provincie Lombarde S.pA.; Cassa di Risparmio di Parma e 
Piacenza S.pA.; Banca CRT S.pA; Banca Carige S.pA.; CAR1SBO - Cassa di Risparmio in 
Bologna S.pA.; Cassa di Risparmio di Trieste - Banca S.pA.; ICCRI - Istituto di Credito delle 
Casse di Risparmio Italiane S.pA., Casse di Risparmio e Monti di Credito su Pegno and their 
affiliates; JCCREA S.pA - Istituto Centrale delle Banche di Credito Cooperative; MONTE TlTOLl 
S.pA for the securities administered by it 

Qytsjstejtadx: 

London: 


New York: 


Paris: 

Frankfurt am Main: 
Zurich: 

Buenos Aires: 


Banca Commerciale llaliana S.pA. - 90 Queen Street - EC4R 1 AB 
UniCredito ItaJiano S.pA - 17 Moorgate - EC2R 6AR 
Banca di Roma S.p.A. - 87 Gresham Street - EC2V 7NQ 

Banca Commerciale Italiana S.p.A. - One William Street - N.Y. 10004 
UniCredito Italiano S.p.A. - 375 Park Avenue - N.Y. 1 01 52 
Banca di Roma S.pA. - 34 East 51st Street - N.Y. 10022 
Morgan Guaranty Trust Company of New York - 60 Wall Street - N.Y. 10260 

Banca Nazionale del Lavoro S.p A - 26 Avenue des Champs Elysees - 75008 
SanPaoio IMI S.pA - 55 Eschersheimer Landstrasse - D 60322 
Lavoro Bank AG - 21 Talacker - 8001 
Banca Nazionale del Lavoro S.A. - 40 Florida - 1005 


You are hereby informed that the explanatory reports of the Board of Directors, together with the 
proposed motions concerning the matters on the agenda, are on deposit at the Company's offices 
at 34 Via Bertola, Turin and at 189 Via Flaminia, Rome (In lieu of the registered office and the 
secondary office, which are closed lor renovation), the financial offices and the authorized banks 
indicated above, as well as at the main office of Borsa Italiana S.pA 
The stockholders may obtain copies of these items. 

VOTE BY MAIL 

You are reminded that, as provided in Article 20 of the Company's Bylaws, voting rights may also 
be exercised by mail, in accordance with the applicable provisions. 

The documentation for voting by mail is available at the Company's business offices, the 
Company's financial offices and the authorized banks indicated above. 

The envelope containing the ballot, the certification of the right to vote and any documentation 
required lo prove the right to sign the ballot must be sent to the following address: 

TELECOM ITALIA S.p A. 

Area Affarl Societari - AS/AS-A 
34 Via Bertola 
10122 TURIN, ITALY 

not less than forty-eight hours prior to the Meeting. 

The deadline of forty-eight hours is computed in reference to each one of the calls. 

You are reminded that voting by mail is incompatible with issuing a proxy and must be exercised 
directly by the person entitled to vote. 

As usual, holders of ADRs listed on the New York Stock Exchange and representing ordinary 
shares of Telecom Italia must contact the Morgan Guaranty Trust Company of New York, 60 Wall 
Street, New York 1 0260, the issuer of the ADRs. 

for THE BOARD OF DIRECTORS 
(Berardino LIBONATI) 
CHAIRMAN 




The notice of the Ordinary Session has been published on December 23, 1998, in the Official 
Gazette of the Republic of Italy, No. 274. 

There is reason to believe that the quorum for the Meeting wifi not be met either on 
December 13, 1998, or on December 14, 1998. 

The Stockholders are asked kindly to arrive prior to the scheduled time for the Meeting, so as to 
facilitate registration and allow for the business of the Meeting to begin promptly. 

Interested parties may obtain additional information and documentation by calling toll-free 
167-020220 from Italy, 0800569030 from the United Kingdom, and 1-888-689-2286 from the 
U.S.A.. From other countries, the following numbers may be used: +39-0636001273/0636001274/ 
0636001275. Requests can also be sent by Internet e-mail to affarisocietari@telecomitalia.iL 
This notice may be found at our website: http'7/www.telecomitalia.it 
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INTERNATIONAL BONDS ISSUANCE OF SOVEREIGN BONDS PICKS U P WHILE CORPORATE BONDS DWIND L E 

South-east Asia’s debt markets start to stir 


By Ted Bardacke In Bangkok 

Local bond markets in 
south-east Asia are slowly 
craw Ho? back from the dead. 

The pick-up in bond mar- 
ket activity is not a sign or 
gradual economic recovery 
in the region. But it con- 
firms that governments are 
increasingly resorting to 
local debt markets to meet 
some of the costs of the cri- 
sis. in particular huge bud- 
get dene its and costly finan- 
cial system restructurings. 

For most, borrowing on 
the international capital 
markets is still not an option 
because emerging market 
risk premiums are very high. 

This year, the value of 
Inca) bonds issued in Thai- 
land. Tor example, has 
increased nearly four times 
to b’lWT.lbn. up from just 
Bllii'bn at the end of 1997. 
While the value of corporate 
bonds outstanding has actu- 
ally fallen, government and 
state-oivniil enterprise bonds 
vvuiih nearly Btsoobn have 
been issued and at least 
BUUjfihn more are on the way 
in the next few months. 

Many of these bonds are 
twing used to finance the 
Thai government's bill for 


bailing out the country's 
banks. Ministry of Finance 
officials say more bonds are 
likely be issued to finance 

the country’s first budget 
deficit in years, close to 
Btioobn i$2.7?tm). 

There is also an emerging 
secondary trade in these 
bonds and for the first rime, 
the Thai Bond Dealing Cen- 
tre is able to calculate a 
daily ’■reference*’ yield For 
government bonds. 

Analysts say the phenome- 
non could soon be seen in 
Malaysia as well. The coun- 
try is expected to issue at 
least MSiabn in zero-coupon 
bonds to recapitalise the 
country's banks and buy bad 
debt Cram them. It will also 
finance roost of its budget 
deficit next year, estimated 
to total about M$8.3bn 
(US$2.2bn>. through bonds. If 
all of these bonds trade. Mal- 
aysia's government bond 
market would grow by about 
35 per cent. 

Indonesia has similar bills 
to pay. It is largely cut off 
from international capita] 
markets, and the Interna- 
tional Monetary Fund is 
unlikely to let it run the 
printing presses like it did 
earlier this year. Bonds are 
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the likely answer to fund the 
Rpl40.000bn (Sl&6bn) bank- 
ing system bill and two 
years of a budget deficit 
likely to total at least 
RpAO.OQObn. 

The government has 
already started to issue some 
365-day notes but is constitu- 
tionally barred from issuing 
debentures with maturities 
longer than thaL However 
analysts say the central 


bank and Ibra. the banking 
restructuring agency, may 
try to ease those rules. 
Rough calculations 
that the Indonesian bond 
market could see a 10-fold 
increase. 

Local bond markets in 
south-east Asia were never 
much to begin with. In 1994, 
bond market value was only 
6 per cent of gross domestic 
product in Indonesia and 10 


per cent erf GDP in Thailand. 
This ; compares with no per 
cfent in the US and 74 per 
cent in Japan. Malaysia had 
a robust market, 56 per cent 
of GDP, but very little sec- 
ondary trading due to an 
insatiable demand from the 
government’s own contrac- 
tual savings fund. Ironically, 
the Philippines, due to its 
legacy of chronic budget def- 
icits. was considered the best 
developed market, equal to 
40 per cant of GDP. 

In 1995 the World Bank 
warned that the region's 
long-term investment needs 
were not being well-serviced 
by the short-term nature of 
jmntr debt and one-off public 
equity offerings. Two years 
later, when bank loans were 
suddenly called in, the 
region’s financial mess grew. 

“It was like we were walk- 
ing across a river on a thin 
thread," says Jaroungpon 
Hoonsiri. president of the 
Thai BDC. "When it broke 
we got wet. It has really 
forced us to put the infra- 
structure in place for a 
medium and long-term capi- 
tal market." 

But first, bonds have to 
ov erco m e a stigma. In Thai- 
land, where over 60 per cent 


Confederation Treasury Services Limited 

(a bankrupt) 

Notice of Implementation of Plan of Compromise or Arrangement 
commencing on 19th November, 1998 

Pursuant to the 

Companies' Creditors Arrangement Act (Canada) 

To Holders of 

CAN. $100,000,000 9Vz per cent. Notes due 1997 

and 

£100,000,000 9% per cent. Notes due 1997 

TAKE NOTE THAT: 

Holders of Can. Si 00.000.000 9'/> per cam. Notes due 1997 {* Canadian Dollar Noteholders*) of Confederation Treasury Services Limited I’CTSL") and holders of Cl 00, 000,000 
9": per cent. Notes due 1997 ( 'Sterling Noteholders") of CTSL (Canadian Dollar Noteholders and Sterling Noteholders, collectively referred to ss 'Noteholders') are hereby 
notified that: 

(i) the plan or compromise or arrangement concerning CTSL. as filed with the Ontario Court (General Division) (the 'Court*) pursuant to the Companies' Creditors 
Arrangement Act (Canada) on 19th May. 1998 3(td subsequently amended (the 'Plan"), was sanctioned by the Court on 25th June, 1£B8 (the 'Sanction Order*); and 
nil all conditions precedent to the Plan having been satisfied, the implementation of the Plan commenced on 19th November, 1998 (the 'Plan Impl em en ta tion Date*). 
Pursuant 10 the Plan. Noteholders are entitled to receive their proportionate share of the ALC Distribution, the Noteholders' E n titlem ent and other cash distributions (collectively 
referred TO as the 'Cash Distribution') and Residue Certificates in satisfaction of their Claim*. It Is expected that the Cash Distribution Will be approximately CaiLSO.72 per 
Can .SI. 00 of Notes. In the case of both the Canadian Dollar Noteholders and Starting Noteholders, payment oi the Cash Distribution will be made in Canadian dollars. In 
accordance with the terms of the Plan, the Claims of Sterling Noteholders have been converted into Canadian dollars using the ££anS conversion rate on 8th September, 1994, 
the dote of the commencement of the CTSL bankruptcy, of £1.00 - Can.S2.1247. 

It is expected that the Cash Distribution will be available for distribution commencing at noon (London time) on 24th November. 1998 (the 'Distribution Date'), provided that 
Noteholders have complied with the procedures described below. Residue Certificates will be mailed by the Indenture Trustee (defined below) directly to Noteholders who elect 
lo receive Residue Certificates as soon as possible following receipt by the Indenture Trustee from the relevant Fiscal Agent of a duly completed certific a te and acknowledgement 
la 'Certificate and Acknowledgement'). 

Noteholders who hold Notes m Morgan Guaranty Trust Compeny of New York. Brussels Office, as operator of the Euradear System ('EUROCLEAR') or CetM Bank SJL {'CEDEL 
BANK') will receive a copy of the Certificate and Acknowledgement from the participant through which such Notes ate held (a " P ar ticip ant*). Notabotdere who hold Notes In 
EUROCLEAR or CEDEL BANK and have not yet received a copy of the Certriicate and Acknawiedgement should contact their relevant Participant hmnetSetdy. Payment of the 
Cash Distribution to such Noteholdere wfll be made In accordance with tire common procedures presently in forea et EUROCLEAR or CBIEL BANC an- the case may be. 
Noteholders who do nor hold the Notes in EUROCLEAR or CEDEL BANK should contact the re l e vant Facet or Paying Agent «a aoon as p oss ible in order to obtain e copy of a 
Certificate and Acknowledgement 

In order to receive their proportionate share of the Cash Distribution on 24th November. 1998 and. if applicable. Residue Certificates as soon as passible there a f te r : 

li) il (he Noteholder holds Notes in EUROCLEAR or CEDEL BANK, the relevant Fiscal Agent must have received prior to 2£0 p.m. (London time) on 23rd November, 1998: 

IA> a validly completed, original Certificate and Acknowledgement delivered to the relevant Fiscal Agent by the relevant Participant; and 

IB) cither II) the Notes to which such Certificates and Acknowledgement rotates and, if applicable. Coupon No. 3 relating to such Notes, or (in a confirmation from 
EUROCLEAR or CEDEL BANK, as the case may be, that it has irrevocably taken all necessary steps to have such Notes and, if applicable. Coupon No. 3 relating to such 
Notes, delivered to the relevant Fiscal Agent in accordance with the arrangements agreed to between it and the Fiscal Agents; or 
li«> if the Noteholder does nof hold Nates In EUROCLEAR or CEDEL BANK, the relevant Fiscal or Paying Agent must have received prior to 230 p.m. (London time) on 
23rd November. 1998: 

IA» a validly completed, original Certificate and Acknowledgement delivered to the relevant Fiscal or Paying Agent by the Noteholder; and 
(6) i he Notes to which such Certificate and Acknowledgement relates and. if applicable. Coupon No. 3 relating to such Notes. 

Noteholders who fail to surrender Coupon No. 3 with thair Notes win net be entitied to receive Bes lAre C ertificate*. Noteholders are rem in ded that all Coupons s ubs e quent to 
Coupon No. 3 became nuH and void on fitft September. 1994. the dace of the commencement of the CTSL ba nk r u ptc y . H etaBpossOtie, however. Noteholder* Uiould surrender, 
as well as Coupon No. 3, aH Coupons subsequent to Coupon No. 3. 

Interest will not accrue on amounts paid or to be paid to Noteholders, or their nominees. In respect of their proporti ona te share of the Cash Distr i a u ti on . 

Neither the proportionate share of the Cash Distribution nor Residue Cer tifi c ate s may be paid or issued to Noteholdere who have not duly comple te d and dai v arad (or cw«»fri 
to be delivered) a Certificate and Acknowledgement to the relevant Fiscal or Paying Agent. 

A Certificate and Acknowledgement is required, among other things, in connection with certain securities laws In various jurisdictions. In particular, a Certificate and 
Acknowledgement will require, among other things, that: 

u1 Nou'hoidois elect whether they wish to receive, in satisfaction of their Claims, 

(Ai ihcir proportionate share of tho Cash Distribution AND the Residue Certificates: or 
<Bl their proportionate share of the Cash Distribution ONLTfand not the Residua Certificates); 
uil Noteholders who elect to receive their proportionate share of the Cash Distribution AND the Residue Certificates, 

(Ai surrender lor. if iheir Notes are held in EUROCLEAR or CEDEL BANK, have the relevant clearing system surrender on their behalf) their Notes together with Coupon 
No. 3 relating thereto to the relevant Fiscal or Paying Agent; 

(B» provide tho full nemos and addresses of all persons to whom Residue Certificates are to be Issued; end 

«C» make certain representations as to the residency of all beneficial owners and any nominees thereof together with, in certain cases, depending on their jurisdiction of 
residency, certain representations as to compliance with all laws, regulations and directives in thair jurisdictions of residency amtfor jurisdictions in which they accept 
delivery of the Residue Certificates in connection with the issuance to and resale by any such Noteholder or nominee thereof of Residua Certificates; and 
uiii Noteholders who elect to racen/e their proportionate share of the Cash Distribution ONLKfand not the Residue Certificates), 

W surrender (or. il their Notes are held in EUROCLEAR or CEDEL BANK, have the relevant clearing system surrender on their behalf) thair Notes (without related Coupon 
No. 3) to iHq relevant Fiscal or Paying Agent; and 

(81 wpwaly end irrevocably relinquish any and all right to receive, and any end ell Interest in, eny Residua Certificates {including any distributions in respect thereof! in 
respect of the Notes surrendered and the related Coupon No. 3. 

Notes and Coupon No. 3 relating thereto will become void unless surrendered within a period of 10 years from the Distribution Data (the 'Prescription Period'). The Trust 
indenture hr- tween CTSL and The Trust Company of Bank of Montreal (the 'Indenture Trustee') pursuant to which the Residua Certificates are to be Issued (tire 'Indenture'), 
however, contains cortain provisions which (i) permit the representative of the holders of Residue Certificates appointed pursuant to the Plan, In certain circumstances, to make 
an application to Iho Court far an order providing friar no further distributions are to be made under or pursuant to the Residue Certificates (a 'Termination Order 0 }, and (n) 
provide tb.it any cash and procoods deposited with the Indenture Trustee and not claimed by and paid or payable as provided in the in demure within 6 years after the date on 
which a payment is to be made to holders of Residue Certificates shall be remitted, subject to applicable low, to theSuperintendent of Bankruptcy in Canada under the Bankruptcy 
,im/ Insolvency Act ICanadalta ‘Remittance’). 

Noteholders who wish to elect to receive their proportionate share of the Cash Distribution and the Residue Certificates, therefore, must surrender lor, if their Notes are held In 
EUROCLEAR or CEDEL BANK, have tho relevant clearing system surrender on their behalf) their Notes together with Coupon No. 3 relating Thereto for cancellation and deliver or 
cauro to be delivered to tho relevant Fiscal or Paying Agent a duly completed, original Certificate and Acknowledgement prior to the earlier of (i) the granting by the Court of a 
Termination Order, liil a Remittance, or (iii) the termination of the Prescription Period. 

Noteholders who wish to elect to receive their proportionate share of the Cash Distribution only land not the Residue Certificates!, must surrender (or, if their Notes are held fn 
EUROCLEAR or CEDEL BANK, have the relevant clearing system surrender on their behalf) only their Notes for cancellation and deliver or cause to be delivered to the relevant 
Fiscal or Paying Agent a duly completed, original Certificate and Acknowledgement prior to the termination of the Prescr i ption Period. 

AND TAKE NOTE THAT: 

Canadian Dollar Noteholders are hereby notified that with effecr from 2 1st October. 1998. Royal Bank of Canada Europe limited (as successor to Hambros Bank Limited In relation 
to its bond underwriting and agency businesses) has acquired all the rights and assumed aU the duties and obligations of Hambros Bank Limited in respect of the Canadian Dollar 
Agreement. All references to Hambros Bank Limited in the Canadian Dollar Agreement and any documents relating thereto. Including the Notes and Coupons, entered into or 
issued prior to 2 1 st October. 1998 are to be interpreted in all respects as if such references to Hambros Bank Limited were references to Royal Bank of Canada Europe Limited 
acting in such Capacity. All references to the specified office through which such functions are to be performed are effective from 21 st October. 1998. as set out below. 

All defined terms in this Notice unless otherwise defined herein have the meanings given to them in the Plan. 

FURTHER INFORMATION including copies ol the Plan, the Sanction Order, the indenture, a Certificate and Acknowledgement and other documents may be obtained from: 

Admkdatrstarof tiMPfan 
RICHTER & PARTNERS INC. 

Administrator of the Plan 
90 Eglinton Avenue East. Suite 700 
Toronto, Ontario. Canada M4P 2Y3 
Tel: +1 *16 B32 8000 Fax: + 1 416932 8200 
Attention: Pater Farkes/Robert Hariang 


Fiscal and Principal Paying Agents 

Canadian Dollar Noteholders 
ROYAL BANK OF CANADA EUROPE LIMITED 
las successor to Hambros Bank Limited) 

Paying Agency Department 
71 Queen Victoria Street London EC4V 4DE 
Tel: *44 171 653 4860 Fart +44 171 329 6142 

Attention: Manager Bond Agency Department f 

Paying Agents 

Canadian Dollar Noteholdere 

KREDIETBANK N.V. 8AN0UE ET CAISSE ETEPARGNE 

Aren bergstr oat 7 De L’Brat Luxembourg 

B-1000 Brussels. Belgium 1 Place de Metz, L-2954 Luxembourg 


Charing Systems 


MORGAN GUARANTY TRUST COMPANY OF NEW YORK 
Brussels Office, as operator of the Eurodaar System 
151, Boulevard Emile Jocqmain 
B-T210 Brussels, Belgium 


Sorting Noteholders 

BANQUE GENERA1E DU LUXEMBOURG S A. 

50. avenue JJ\ Kennedy 
L-2951 Luxembourg 
Tab +352 4242 2621/+362 4242 2680 
Fax *352 4242 2887 

Attention: Support Conmerda) ThreafGestion at Montage 


Sterling Noteholders 
MORGAN GUARANTY TRUST 
COMPANY OF NEW YORK 
60 Victoria Embankment, London EC4V0JB 


CEDEL BANK SA 

67. Boulevar d Gr and-Ducheeae Charlotte 
L*l33l Luxembourg 


of bonds were until 1997 
Issued by property and 
finanm companies, a lot of 
investors came unstuck 
when one-third of Thai cor- 
porate bonds defaulted last 
y ea r Indonesia did not suf- 
fer quite as badly, but lim- 
ited secondary trading 
meant yields were unable to 
keep up with high-interest 
government paper. 

Now that ample supply is 
re-emerging, maintaining 
demand is crucial. 

So Ear in Thailand, with its 
falling bank deposit rates, 
this has not been a problem. 
The current 6.16 per cent 
yield on a six-month govern- 
ment band is higher than a 
similar bank deposit Vola- 
tile swings in interests, ; 
mostly downward in the past 
few months, have encour- | 
aged secondary trading. 

“People are really search- i 
mg for yield right now.” says j 
Douglas Cairns, Chief Invest- 
ment Officer of Nakornthon 
Schroder Asset Management 
a Thai mutual fund com- 
pany. Though Nakornthon 
Schroder's fixed income 
hinds are mandated to bold 
at least 25 per cent in bonds, 
the funds have about 60 per 
cent invested in bonds. 
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By Alexandra Harney in Tokyo ^ 

Mitsui OSK Lines, the 
Japanese shipping company, 
is to acquire Navix. the 
world's largest tanker opera- 
tor, creating the country's 
largest shipping group. 

The new company, which 
will keep the Mitsui name, 
will have annual revenues of 
nearly Yl.OOQbn (58.3bn) and 
assets of Y640.9bn. 

However, an announce- 
ment that Moody's, the US 
credit rating agency, had 
placed the new group's debt 
under review for a down- 
grade damped enthusiasm 
for the merger. 

Executives from both com- 
panies ins isted the deal was 
not a rescue at sea. “We 
share a spirit of equality,” 
said NortaW Hart, president 
of Navix Line. 

The deal, which follows 
last month’s merger of 
Shown Line and Nippon 
Yusen, two leading shipping 
groups, would allow both 
companies to cut costs by 
eliminating overlapping 
far-fiities and offers greater 
economies of scale amid the 
continuing consolidation in 


the Japanese shipping Indus- * 
try. However, there would be a 
no restructuring beyond 
those reforms already 
launched, the companies 
said. 

Under the deal. &5 shares 
of Navix will be exchanged 
for every Mitsui share. At a 
price of YS0 per share, the 
deal will raise Mitsui’s capi- 
tal by 10-7 per cent from 
Y58.84bn to Y6J.9bn. Mr 
Ikuta. Mitsui president, will 
head the new group, and Mr 
Hori will be chairman. 

The company is set to 
begin operations in April 
I Q33. pending approval from 
shareholders. 

Analysts, noting the possi- 
ble Moody’s downgrade £ 
warned that the deal was • 
like tying two sinking ships 
together. 

Both groups have been hit 
by the collapse in stock val- 
ues and the economic slow- 
down across Asia. 

Both are heavily lever- 
aged: Mitsui bad 7.1 times 
interest bearing debt to 
equity and Navix had a ratio 
of &7 times as of March 1838. 
according to Jun Harada of 
Warburg Dillon Read. 
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Daewoo founder and 
chairman to meet press. 


By John Biffton in Seoul 

Kim Woo-choong, the 
founder and chairman of 
Daewoo, is expected to meet 
the press today to prove he 
is In good health in spite of 
brain surgery last week to 
remove a blood clot. 

However. Mr Kim must 
also persuade sceptical 
investors that his business 
group. South Korea's fourth 
largest, is also In good finan- 
cial health. 

Daewoo on Friday denied 
long-standing market 
rumours that it had serious 
liquidity problems that could 
force it to seek bankruptcy 
protection. 

“Daewoo group doesn’t 
have any big financial prob- 
lems," said Chang Byung-ju, 
president of Daewoo Corpo- 
ration, the bolding company 
for the group, whose main 
businesses are cars, ship- 
bunding and electronics. 

Speculation about Dae- 
woo’s future has been 


fuelled by aggressive over- 
seas investments in Asia and 
eastern Europe and a sharp 
rise in corporate bond and 
paper issuance this year. 

The emergency surgery on 
Mr Kim raised concerns 
about the group's manage- 
ment. since he has domi- 
nated Daewoo’s decision- 
making since he founded the 
company in 1967. 

Mr Kim is also bead of the 
Federation of Knrean indus- 
tries. the lobbying group for 
big business that has 
opposed restructuring of the 
top five conglomerates, or 
chaebol 

Financial troubles at Dae- 
woo would not only worsen 
Korea’s banking crisis, but 
also have serious effects on 
other emerging markets, 
including Poland, Romania, 
Vietnam and Uzbekistan, 
where Daewoo is the single 
largest foreign investor. 

Investor worries about 
Daewoo caused share prices 
for its listed companies to 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 

ABN Amro (Wands) 

Hydro-Quebec (Canada)/ 
Coastal Power (US} 

Enron (US) 

AES Carp (US} 

Masco (US) 

Gray Advertising (US) 
Hubbett (US) 

Detecon (Germany) 
Roxboro (UK) 

KPN (N*tands)/Qwest (US) 


TARGET 
Bandepe (Brazfi) 

Fortuna panama) 

Bahia Las Minas Panama) 
CWrtqui/Bayano panama) 
Heritage Bathrooms (UK) 
Media Business (UK) 
Chakrtt (UK) 

Uganda Telecom (Uganda) 
Norwich Aero Pidcts (UK) 
KPN Owes? (JV) 


Banking 

Power 


foil by nearly SO per cent in 
the past year. 

Daewoo said such fears 
were unjustified since it 
expected to report net profits 
of Won670bn (6530m) for 
1998, although it acknowl- 
edged a loss of Won90bn for 
the first half because of costs 
involved in its acquisition of 
troubled Ssangyong Motor 

earlier this year, 

However, analysts believe 
there are worrying signs 
concerning Daewoo's perfor- 
mance. 

Korea's Fair Trade Com- 
mission last week fined Dae- 
woo nearly Won2bn for 
forced sales of Daewoo cars 
to employees as domestic 
sales fell sharply. Ssangyoq; 
employees claimed tUf 
were forced to buy Daeroo 
cars to keep their jobs after 
the takeover. 

“We are increasingly wor- 
ried about the future of the 
Daewoo group,” said a 
recent report from ING Bar- 
ings in Seoul. 


cowMerr 
Sole bid wins 
Joint bid for 49% 

Initial 51% 

Double take 


Building products $67m 

Media services S46m 

Lighting $28m 

Telecoms $23m 

Aerospace parts $7.8m 
Telecoms n/a 


Recommended bid 



Media Com yowth 

Debt-cut disposal 

Joint tender wins 

Cash deal 

Internet initiative 
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If your non-life 
depends on it 

Let our unparalleled global network of correspondents and 
industry contacts provide you with up-to-the-minute news 
and analysis of. 

■ latest developments in individual markets 

■ legal and regulatory changes 
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Continental European buy-outs decline 


By Katharine Campbell, Growing 
Bwlness Correspondent 

The volume of continental 
European buy-outs fell 
sharply in the first half of 
fills year, sending a warning 
signal to UK and US private 
equity managers who have 
been directing increasing 
resources to the area. 

Just 32 transactions were 
completed, with combined 

f unding 0 f E2,78bll (S460&0. 
according to KPMG Corpo- 
rate Finance, excluding 
smaller deals with total fin- 
ancing of less than £TOm 


This represents less than 
half the activity recorded in 
the second half of last year, 
when 62 deals were done, 
worth £S.46bn. The first half 
of 1997 saw 50 buy-outs with 
funding of£4.52bn. 

Mike Stevens, head of 
MBO Services at KPMG, 
sai d : “Equity investors are 
not going to find firnitlngntat 
Europe the nirvana they had 
once expected." 

KPMG said a possible rea- 
son for lower volumes was 
that competition from a host 
of well-funded private equity 
managers bad driven up 


prices and potential acquisi- 
tions no longer looked cheap 

compared with the UK. 

At file same time, it said 
that in spite of financial 
market turbulence and the 
consequent contraction in 
the availability of bank debt, 
preliminary numbers for the 
third quarter looked 
"slightly better*. 

Most private equity man- 
agers cautioned against 
reading too much into fig- 
ures for a particular half 
year. The market may not be 
opening up at the rate same 
have predicted, so activity in 


the very laige , buy-outs' 
remains patchy -"rathe? 
than having tailpfl off. 

For example, the Nether- 
lands topped the country 
tables In the period,- with 
£l.i9bn in just two (teals - 
almost entirely accounted 
for by the £L04bn buy-out of 
Kappa Packaging • 

Germany saw- six deals; 
totalling £73 7m (against 
£L38bn for the first half of 
1997) and France had nine 
small deals amounting to 
£319X0, well down on its 
record 1997 second half of 
£2.77bn. 


•John Burgess, at BC Part- 
ners in London, said: "I don't 
think- the market gone 
away at alL We happened to 
do four large deals during 
1997 and none in the first 
half of 1993 but these things 
go in spurts. We axe working 
on a number of big continen- 
tal deals, all of which might 
come to fruition.* 

US buy-out houses, such 
as Hicks, Musa, Tate & 
Foist, are setting up in Lon- 
don as a base from which to 
scour the continent Carlyle, 
a Washington DC-based firm 
that has raised a dedicated 


fund for Europe, has built a 
local network of around 25 
investment executives. 

UK private equity manag- 
ers have been expanding 
their presence on the conti- 
nent for several years. 

Victor Basta, managing 
director of Broadview, the 
technology mergers and 
acquisitions investment 
bank, pours further cold 
water on any worries of a 
slowdown. To at the coal 
face. It’s just not what I am 
seeing. [Venture capitalists] 
are stuffed to the gills with 
deals and working flat out" 


E MERGING M ARKET S SRI LANKAN EXCHANGE LOOKS TO DOMESTIC INVESTORS. 


Colombo to 
* target rural 
communities 


Sri Laola 
Colon to Al-Shanlmtax 

BOO 



By Antal Jayaslngha 
In Sri Lanka 

It is not only Sri Lankan 
speculators but the Colombo 
stock exchange itself that Is 
taking a gamble. For as the 
bourse heads for uncertain 
times. It is embarking on the 
the risky business of expan- 
sion. 

The tiny Colombo 
exchange is to open its first 
branch outside the capital in 
''i a bid to attract rural inves- 
"• tors and reduce Its depen- 
dency on foreign investors 
who have been leaving in 
droves. 

“We are taking a big 
chance," said Rienzie Wjjetil- 
leke, chairman of the 
exchange as he outlined the 
decision to open an office at 
the southern town of 
Matara. 

Mr Wijetilleke said the 
rural forming region would 
have to generate at least 
SLRs5m ($73,861) worth of 
trades each day for the CSE 
to break even. He recognises 
this is a very tall order. 

"We may not be able to get 
this initially,” he said. “But 
we want to do it in the inter- 
est of developing the mar- 
Mtet." 

In terms of technology, the 


tiny Sri Lankan stock 
exchange is probably on a 
par with counterparts in the 
west. 

The proposed branch some 
160km south of the capital 
will be online with screen- 
based trading. 

The CSE hopes to educate 
rural communities which are 
more accustomed to tradi- 
tional savings accounts to 
keep their excess cash in the 
equities market as a "high 
risk but high return" option. 

When the Matara branch 
opens in March with five 
broking houses located 
within the same premises, it 
will also encourage school 
children to learn more about 
the markets. 

But even the most astute 
analysts in the country find 
It difficult these days to 
explain sharp price move- 
ments in Colombo. 

When John Keells Hold- 
ings. one of the bluest of 
blue (hips, announced prof- 
its of more than SLRsi.OOOm 
earlier this year, investors 
were apparently • unim- 
pressed and the company’s 
share value dropped by 
almost 

However, the John Keells 
share price subsequently 
made, a dramatic recovery. 


S—ntTWiflinity 

even though the company 
reported disappointing third- 
quarter results showing prof- 
its down by 7.1 per 
cent 

The National Development 
Bank found itself in a simi- 
lar situation when its share 
price started climbing - 
even though the company 
reported a 16 per cent fan in 
thir d-quarter profits. 

Colombo is often described 
as a foreign-driven market 
but overseas investors have 
been pulling out 

A sharp downturn in Col- 
ombo began before India car- 
ried out its first nuclear test 
explosion on May it which 
shattered foreign investor 
confidence In the entire 
region. 

“About half the trading 
was by foreigners in May 
and June* the director gen- 
eral of the CSE, Hiran Men- 
dis. said. “Now they account 
for about 25 to 30 per cent or 
the market and there is a net 
outflow of foreign ftinds." 

G. L. Peiris, deputy 


finance minister , said there 
had been a lukewarm 
response to several tax con- 
cessions flifflprf at boosting 
volumes at the 

“In spite of the technologi- 
cal improvements in the 
trading system.... and a tax 
bonus, the Investor base 
remains narrow due to Insuf- 
ficient participation by ordi- 
nary people, the local busi- 
ness community and 
institutional investors,* said 
Mr Peiris. 

The exchange is now eye- 
ing local institutions with 
big cash holdings as future 
Investors. 

In an effort to lift the mar- 
ket, the government haw also 
asked three state-run institu- 
tions to invest in equities. 
However, few individuals 
expect the latest mini-rally 
to last for long. 

“I Just don’t know why the 
market is suddenly picking 
up. It may be the stars,* said 
private analyst Elton Ebert. 
“But my advice is: don’t be 
In a hurry togamhle." 


Export growth 
boosts Toyota 


By Alexandra Harney to Tokyo 


Toyota, the Japanese 
carmaker, capped the coun- 
try's interim results season 
with record operating profits 
of Y286Bbn ($&3Sbn) for the 
first six months. 0.6 per cent 
ahead of the same period the 
year before. 

The performance went 
against the trend in the Jap- 
anese automotive industry, 
which has been battered by 
domestic and regional eco- 
nomic crises. 

However, pre-tax profits at 
Toyota were down 11.1 per 
cent to Y288.6bn. on turn- 
over down 09 per cent at 
Y3.763.lbn. 

The results highlighted 
the growing divergence in 
the competitive Japanese 
automotive industry. Nissan 
and Mitsubishi, the second 
and third largest carmakers, 
are expecting huge losses 
this year. But Honda, 
and Suzuki have offset the 
domestic decline with robust 
sales in the US and Europe, 
supported by the weakness 
of the yen against the dollar. 

Analysts said Toyota's rel- 
atively stronger performance 
was the result of heavy 
investment in research and 
development and the popu- 
larity of its models in the 
US. 

Toyota, which controls 
about 40 per cent of the Jap- 
anese market, revealed 
strong gains in export vol- 
ume. .While sales at home 


shrank 14.4 per cent to 
Yl.644.lhn, exports surged 13 
per cent to Y2,1189bn. 

The company said the 
brisk foreign sales volumes 
partially reflected favourable 
exchange rates. Income 
gains as a result of the yen's 
weakness were YlOObn, cal- 
culated at an exchange rate 
of Y138 to the dollar. On a 
consolidated basis, sales in 
North America and Europe 
showed the largest 
increases. Turnover jumped 
27 per cent in North Amer- 
ica, and 18 per cent in 
Europe, compared to the 
first half of 1997. 

Cost reductions led to a 
Y30bn increase in pre-tax 
profits. However, Toyota 
said that much of the cur- 
rency gains and reduction in 
expenses was offset by 
increased labour and depre- 
dation costs, which totalled 
Yl2&4ba 

Prius, the world's first 
commercially marketed 
hybrid car launched in 
December 1997, bad turned 
profitable this term for the 
first time. 

But the second half could 
be much tougher because of 
the continuing slump in 
Japan and the yen’s appreci- 
ation, Toyota warned. In the 
full year, the group expects a 
20.1 per cent contraction in 
pre-tax profits to YSOObn, on 
turnover down 22 per cent 
to Y7,600bn. Net income 
would fall 26 per cent to 
Y270bn. it said. 


NEWS DIGEST . 


TELECOMMUNICATIONS 

Consolidated first-half 
earnings rise at NTT 

NTT, Japan's largest telecoms operator, announced robust 
interim results on the back of strong earnings at its sub- 
sidiary, NTT DoCoMo, the world's largest mobile telecoms 
company. NTTs first-half consolidated net profit rose 49 
per cent to Y265bn ($ 2 . 2 bn). Pre-tax profits excluding 
exceptional were up IS per cent to Y404.6bn, while sales 
were up 1.6 per cent to Y4,712bn. Revenues from the nine 
NTT DoCoMo regional units rose 17 per cent to Y1 ,535bn, 
while combined net profits surged 80 per cent to Y148bn. 

However, fierce competition hit NTTs non -consolidated 
results. Net profits fell 54 per cam to Y63bn, while pre-tax 
profits excluding exceptional fell 41 per cent to Yi23.1bn. 
Sales sffd 3.9 per cent to Y3,040bn. NTT also took a 
Y31.Bbn extraordinary loss on consolidating its personal 
handyphone business with its cellular phone company. 

It revised downwards its group estimates for the finan- 
cial year, predicting pre-tax profits excluding exceptional 
at Y616bn compared with Y653bn forecast In July. How- 
ever, it revised upwards substantially Its net profits figure 
from Y366bn to Y624bn. Naoko Nakamae, Tokyo 


GREEK BANKING 

NBG ahead at nine months 

National Bank of Greece, lifted net profits 60.4 per cent in 
the first nine months of 1998 to DrS6.4bn ($206m), from 
Dr36.4bn in the same period last year. NBG, the biggest 
Greek bank, said It benefited from faster growth in com- 
mercial banking activities, with interest income up almost 
30 per cent, from a restructuring of its loan portfolio and 
disposals of holdings in companies unrelated to banking. 

NBG last month completed a merger with National Mort- 
gage Bank, its housing subsidiary. It said combined net 
profits rose 20.5 per cent in the first three quarters to 
Dr88.6bn, from Dr73.5bn last year. Kerin Hope, Athens 


FRENCH BANKING 

SocGen denies talk of merger 

Socifete GGn6rale. the French bank, dismissed speculation 
that it was in merger talks with ABN Amro, the Dutch 
bank, or Paribas of France. “We have not been 
approached by ABN Amro or Paribas, nor have we 
approached ABN Amro or Paribas." the bank said. Soc- 
Gen shares closed on Friday at FFr875, up from FFr780, 
after trading was suspended when the Paris bourse's cir- 
cuit breakers were triggered. Samer tskandar, Paris 


US BANKING 

Goldman owns 4.9% of Baan 

New York investment bank Goldman Sachs held 4.9 per 
cent of Baan Company, the Dutch software group on 
October 31, not the 10.5 per cent It reported to the US 
Securities and Exchange Commission last Wednesday. It 
amended the filing after a systems error caused some 
shares to be counted twice. Gordon Cramb, Amsterdam 


* — WE ARE READY. — l 

| • ’ I ONLY 38 DAYS LEFT I 

t U UNUL 7HE EURO S1ART5. J 







Exchange transactions are now foster 
than ever: With Release 3, the elec- 
tronic trading system Xetra* achieves 
its full capability. All securities listed 
on FWB Frankfurt Stock Exchange 
can now be traded on Xetra. in ad- 
dition, all major bonds are tradable 
on Xetra for the first time. Fast and 


flexible, right from order size 1. 
The new electronic trading system 
also offers private investors new 
ways to benefit from the system, 
benefits that already have con- 
vinced more than 270 European 
banks and financial Institutions 
to place their trust in the future 


oriented technology of Xetra. The 
ideal partner to link up with to 
profit from securities trading into 
(he future. 

The market is gaining momentum. 


Your access to success 


Deutsche 
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German bank fulfils American dream 

Deutsche still has to prove it can leverage Bankers Trust into a top US franchise, writes Tracy Corrigan 


F or European banks, 
the American dream 
has remained just 
that. More than W years into 
the globalisation of financial 
markets, many European 
banks have spent millions of 
dollars - and millions of 
hours of management time - 
trying to build a strong pres- 
ence in the US market. 

However, the Europeans 
have so far lagged behind 
their US rivals in the rare to 
establish a global invest- 
ment banking bulge bracket. 

The likes of Goldman 
Sachs and Merrill Lynch 
have already built strong 
businesses in Europe and 
Asia, allowing them to profit 
from the increasing flow of 
cross-border business and 
the development of the 
world's emerging markets. 

So why have the 
Americans succeeded in 
exporting their expertise, 
while the Europeans have 
largely failed? One reason is 
that the US investment 
banks have an in-built 
advantage: their home mar- 
ket is the largest and most 
sophisticated capital market 
in the world. 

Furthermore, notes Raph- 


ael Soifer, financial services 
analyst at Brawn Brothers 
Harriman. "the protectionist 
legislation of GlassnSteagall 
[which has separated Invest- 
ment and commercial bank- 
ing in the US since the 1930s] 
has given the big US invest- 
ment banks a very strong 
domestic base from which to 
expand". In Europe, on the 
other hand "investment 
banking is a more frag- 
mented market, so US firms 
have been able to go in and 

pick oJT key areas. 
Furthermore, in Europe 

“the Americans don't carry 
any European nationalistic 
baggage, which makes them 
the only true pan-European 
firms'', Mr Soifer notes. 

Also, believes Michael Up- 
per. or Upper Analytical, 
there are differences in 
entrepreneurial style and 
marketing. “The Europeans 
tend to do it on the basis of 
mass" while American firms 
are more relationship-driven, 
he says. 

Furthermore. European 
commercial banks' mare 
rigid management structures 
may find it harder to cope 
with what Mr Ltpper terms 
the “idiosyncrasies" of 



Rolf Breuer, Deutsche Bank ch airma n: deter min ed to expand In US 


highly-paid investment 
bankers - issues that have 
hampered Deutsche's previ- 
ous efforts as well as those 
of others. 

The other barrier to entry 
for the European firms, has 
been, until now. the unwill- 


ingness of bigger US firms to 
sell themselves. The excep- 
tion is Credit Suisse, which 
first entered a cross-share- 
holding agreement with 
First Boston in 1978, well 
ahead of the wave of globali- 
sation of the 1960S. 


Now wholly owned by 
Credit Suisse, Credit Suisse 
First Boston has established, 
after some bumps along the 
way, a global business with 
a US arm able to compete on 
an even playing field with 
Lhe big US firms in their 
domestic market, and can 
claim to be a leading candi- 
date to join the emerging 
global investment banking 
bulge bracket. (Donaldson 
Lufkin and Jenrette. major- 
ity owned by Aka the French 
insurance company, is a 
strong force in the US mar- 
ket but only recently started 
expanding overseas.) 

However, European banks' 
US acquisitions have been 
mainly of small or niche 
businesses, such as Dillon 
Read, bought by the former 
Swiss Bank Corporation 
(now UBS), and Gleacber, 
the mergers and acquisitions 
boutique bought by the UK's 
NatWest. 

Also, efforts to build an 
investment banking fran- 
chise in the US market from 
scratch have faltered. Nat- 
West and Barclays have both 
pulled back, and Deutsche 
itself, the most ambitious of 
the European entrants into 


the US. last year said it was 
shifting its focus back to 
Europe after its expensive 
US operation failed to meet 
revenue targets. 

Will Bankers Trust solve 
Deutsche's problems single- 
handedly? It's a reasonable 
way in" to the US market, 
says Ron Mandle at Sanford 
C Bernstein. "It’s not Mor- 
gan Stanley, but it has a 
decent underwriting busi- 
ness for the middle market” 

Bankers Trust's asset 
management business will 
also help Deutsche pursue 
its ambition to build that 
business into a global force! 

Cynics point out, however, 
that the main reason for 
Deutsche’s choice of Bankers 
as a target was availability. 

After its recent battering 
by financial markets, doubts 
about whether medium-sized 
financial institutions with 
much less capital than their 
rivals and a narrower and 
more volatile business base 
could survive became more 
pronounced. 

Deutsche still has to prove 
it can leverage Bankers 
Trust's existing businesses 
into a top US investment 
banking franchise. 


New chapter 
in a tangled 
bank history 


‘Mere mortal’ ready for ascent into elite 


By Tony Barber In Frankfurt 

The smile on Rolf Rreuers 
face could not have been 
wider. As he chaired a panel 
discussion on the euro at 
Frankfurt’s annual Euro- 
pean Banking Congress last 
Friday. Deutsche Bank's 
chief executive jokingly 
described himself as a “mere 
mortal" compared with the 
"god-tike" central bankers 
sitting next to him. 

But Mr Breuer bad a 
secret. He knew he was 
closer than ever to achieving 
his dream or buying a big US 
bank and priming Deutsche 
for ascent into the highest 
ranks of the global invest- 
ment banking elite. 

The purchase would not 
only be the biggest takeover 
of a US bank by a foreign 
institution but would repre- 
sent another significant 
expansion of German busi- 


ness into the US, following 
Daimler-Benz's merger with 
Chrysler and media group 
Bertelsmann's takeover of 
publisher Random House. 

But opinion is divided on 
whether Bankers Trust, the 
eighth largest US bank, is 
exactly the right fit for Deut- 
sche. The planned purchase 
has raised eyebrows in some 
German financial circles, not 
least because Deutsche's 
investment banking busi- 
ness bas suffered a crop of 
setbacks in recent years. 

Analysts say Germany's 
biggest bank may have spent 
as much as J3bn on this area 
of its operations in the past 
decade without coming close 
to rivalling US giants such 
as Morgan Stanley Dean Wit- 
ter and Merrill Lynch. 

Judging three years ago 
that it lacked the internal 
expertise to make a decisive 
impact in the US. Deutsche 


began hiring squads of 
highly paid bankers on guar- 
anteed bonuses. However, 
the strategy went awry ear- 
lier this year as many of 
these deal-makers took jobs 
with rival institutions. 

Carter McClelland, who 
ran the bank’s Wall Street 
operations, left in April. 
Three months later. Frank 
Quattrone, the Silicon Valley 
specialist whom Deutsche 
had enticed from Morgan 
Stanley in 1996. went to 
Credit Suisse First Boston 
and took with him almost 
his entire 130-strong high 
technology team. 

Far from denting Mr 
Breuer’s ambitions, the 
defections made him even 
more determined to expand 
Deutsche's merger and 
acquisitions and advisory 
businesses in the US. 

"It is essential to have a 
m eaning ful presence in the 


US. Wall Street is at the cen- 
tre of capital market innova- 
tion," he said. “It is not good 
enough to be a Wall Street 
* watcher. We have to be a 
Wall Street participant.” 

In this view he was sup- 
ported by Josef Ackennann, 
the Swiss-born Deutsche 
board member who took 
responsibility for Deutsche's 
investment banking activi- 
ties at the start of this year. 

Mr Ackermann. SO, a for 
mer athlete who once ranked 
among Switzerland's top 10 
javelin-throwers, is widely 
seen as the man who identi- 
fied Bankers Trust as a pos- 
sible target. 

lipped as an eventual suc- 
cessor to Mr Breuer. he 
arrived at Deutsche in 1936 
from Credit Suisse - argu- 
ably the only European hank 
ever to have made a decent 
fist of playing at the top 
table on Wall Street 


By maintaining its vision 

of a place among the world’s 
investment banks, Deutsche 
is to some extent going 
against the grain. Other 
European and . Japanese 
houses have withdrawn from 
Wall Street finding it simply 
too difficult to compete 
against the dominant US 
institutions. 

In the view of Mr Breuer 
and Mr Ackermann, how- 
ever. the key point is that 
Deutsche really has no 
choice , but to develop its 
activities outside Germany. 

Apart from the US, the 
bank is becoming increas- 
ingly interested in Japan, 
where it recently announced 
an alliance with Nippon Life, 
the nation's largest life 
assurance company, to 
develop and market Invest- 
ment products. 

.Much- of Deutsche's inter- 
est in the world outside 


Europe is explained by the 
difficulties involved in 
restructuring Germany’s 
domestic banking sector. 
Deutsche and the other two 
big commercial Frankfurt 
banks, Commerzbank and 
Dresdner Rank, have only 10 
per cent of Germany’s credit 
and deposit business. 

They have found it almost 
Impossible to do battle 
against the country's large 
network of public sector 
banks, which enjoy both 
state subsidies and political 
support. Buying a smaller 
domestic bank might help 
matters, but earlier this 
month Mr Breuer abandoned 
the idea of bidding for BfG 
Bank, the retail b ank half - 
owned by Credit Lyonnais. 

Hence the hopes pinned on 
Bankers Trust. Mr Breuer 
and Mr Ackermann will be 
praying they have made the 
right choice. 


By Tracy Corrigan In New York 

In a recent meeting with 
analysts. Bankers Trust 
chief Frank Newman 
insisted its strategy of 
remaining an independent 
firm focused on the financia l 
needs of growing companies 
remained intact, despite a 
retrenchment of its emerg- 
ing markets business and a 

costcutting plan. 

However, there were 
already growing doubts 
about the viability of that 
plan, following a third-quar- 
ter loss of *486m. Many 
people felt it was vulnerable 
to a sustained bear market, 
because it bad less capital 
than its bulge-bracket com- 
petitors and a narrower 
spread of businesses, provid- 
ing an insufficiently stable 
earnings stream. 

It was also hit by its expo- 
sure to emerging markets 
and high-yield bonds, where 
market losses were concen- 
trated. Independence sud- 
denly seemed less attractive, 
and a deep-pocketed parent 
more appealing. 

Founded in 1903, Bankers 
Trust is still among the larg- 
est commercial banks in the 
US but in the last dozen or 
so years, it has undergone a 
number of incarnations. 

"Bankers Trust has 
remade itself every few 
years for as long as I can 
remember," says Raphael 
Soifer, analyst at Brown 
Brothers Harriman. 

In the 1980s it became a 
driving force in the deriva- 
tives market. But in 1995 
Procter A Gamble and other 
large US customers charged 
the bank with mis-selling 
derivative products, after 
they sustained substantial 
losses on Instruments they 
said they had not under- 
stood. Frank Newman was 
hired to clean up the mess. 

He quickly shifted the 
bank's business away from 
trading and derivatives, say- 
ing they would still be 
important businesses "but 
never again in that .propor- 
tion" and built up the firm's 


high-yield business, on the 
back of its traditional corpo- 
rate banking and leveraged 
loan businesses. 

In April 1997 he bought 
Alex Brown, the Baltimore- 
based investment bank that 
had built up a strong fran- 
chise in initial public offer- 
ings for growth companies - 
an equities niche that fitted 
well with Bankers’ high- 
yield debt expertise. 

The latest twist in Bank- 
ers' tangled history came in 
August’s market dislocation 
following Russia's default on ^ 
its domestic debt - which 
New York Federal Reserve 
chairman William McDon- 
ough called the biggest since 
lhe second world war. 

Bankers Trust has suf- 
fered worse than most. Mr 
Soifer believes that while it 
is not a forced seller, its for- 
tune is highly dependent on 
market conditions. 

“They need a fair market. 

In a good market they 
should do very welL In a bad 
market, they could survive 
hut they couldn't make 
much money," he said, not- 
ing that its IPO and high- 
yield businesses are highly 
dependent on favourable 
market conditions. 

Analysts say buying Bank- 
ers would advance Deut- 
sche's ambitions, but would 
not lift it into the US under- 
writing “bulge bracket" in 
either debt or equities. 

Leveraging a banking and 
high-yieid business into a 
broad investment banking 
operation is a difficult task 
with which other bigger 
banks such as Chase are stUl 
struggling. 

However. Bankers Trust 
will help Deutsche in other 
areas. With more than 
5300b n under management 
in its fund business, it will 
secure Deutsche's position 
as one of the largest asset 
managers and it already has 
the fourth largest custody 
and securities processing 
businesses in the world. 

The latest chapter of , 
Bankers -- tangled - history • 
about to be written. . ■ 
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James Dines. Etitor 
The Doles Leo* 
FOUNDED tS60 


BUY INTERNETS! 

The Dines Letter has been very bullish on the Internet 
group for several years, and their three favorites have 
been America Online, Amazon.com and CMGI 
The Dines Letter describes the Internet as "the greatest invention since 
the wheel, that will redefine every business on earth." No portfolio should 
be without an entry in this red-hot group, especially buying the inevitable 
pullbacks. But which ones? Let them send you their latest Supervised 
Internet List," urgently! Ignore pessimists who've mistakenly called them 
"overpriced." atf the way up! _ w 

1) It is very difficult to detect the winners hi a field that Is so new. without^ 
the guidelines of established sales and earnings available to Security 

Analysts in other fields. Yet, The Dines Letter s favorites have been America OnSne 
(recommended at 22) and Amazon.com (recommended at 28). which subsequently soared. 
So let them send you the ones they believe wit! do well next 1 Buy their "Internet UsT on every 
deefine! 

2) Mr Dines was the only Security Analyst m the world to have predicted the Asian currency] 
crisis - on television, radio, the media and in The Dines Letter-arid it is ccuaalthataB investors 
therefore discover what they predict next The Dines Letter's old predictions of "The Coming 
Competing Currency Devaluations’ have arrived, as predicted, but why were they viewing this 
as bullish for Wall Street? Might it be that frightened overseas capital was pouring into the US 
dollar, bonds, utilities and famihar blue-chips such as IBM. Merck. J&J. and Phifip Morris, drtvi 
them in a stampede distantly above traditional, value-based Security Analysis, and whi 
could only be understood by the principles laid out in Mr Dines' third and fnal business book 
Mass Psychology 7 

3) The Dmes Latter predicted "a blistering year-end rally, spearheaded by Internet and telecom 
stocks." Their danng Dow "Buy" signal on September 6th was only five business days from 
the bottom’ Find out whether a new "SefT has been hashed by them’ 

HERE’S WHAT YOU GET! 

The Dines Letter's excitingly literate writing style is only 
matched by its witiingness to take definite positions, from 
"Buy" to "Sen," and it includes many other unique features. 

Let them send with your subscription their S25Jnsiruetion 
Booklet (included free with paid subscription) and other 
materials too numerous to list here. They are easy to read 
and neither math nor economics is required. See far 
yourself. Their one-year "Fair Trial* is especially recom- 
mended to give you a fair look at all The Dines Letter's 
features - each issue ts different- without a renewal notice 
right away. Why not call 1 -800-84-LUCK Y and ask for your 
one-year "Fair Trial " or send them this coupon right now. 
white you're thinking of rl. And. your subscription wifl 
definitely include as a free bonus their big 1998 Annual 
Forecast Issue, to see how accurate they were, if you act Rf rv nVTFRlVirTfi! !» 
now! As an extra FREE bonus, they will send new Y IDi 1 fcKN IL I & 
subscribers the last two issues to get you "into the swing," 

so you can see tor yoursett whether or not The Omes Letter www.dinesletter.com 

The Dines Letter □ S1M.QQ Enclosed far Tar Tnar 1 -year (20 ssuesys2«9 od Overseas 

BOX 22, Belvedere □ SMS OOEncKHca for 6*nonm Trial (10 tMunys-ug.OO Oneness 
California 94920 Q S agoo Enclosed fora Loofc-See 3-r*sueTriaY569D0 Overseas 

Phone: 1-800-84-LUCKY ip^bw *i us ftwn must oo nm»» » ri . no »— a om p i M i Primes 
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For more information on 
business advertising 
please call: 

Tel: +44 171 873 4874 
Fax: +44 171 873 3064 


Financial Times Surveys 


Ebro Valley 

Friday December 4 

For further information please contact: 

Undsay Sheppard in London 
Tel: +44 171 873 3225 Fax: +44 171 873 3204 
email: llndsay.sheppardfiFT.com 
Maria Gonzalez in Madrid 
Tel: +34 91 337 0061 Fax: +34 91 337 0062 
email: maria.gonralcsfiFT.com 
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NEW YORK 


By ftieftard Tomkmi 


Benchmark yfefd curve 


The Dow Jones Industrial 
Average surged again on 
Friday, ending the day 103.50 
points ahead at 9,159-55. At 
that level, it was only a 
whisker below its record 
closing high of 9,190.19 on 
July 21 - and the question 
this week is; how much 
higher can it go? 

Some analysts think the 
market has already reached 
vertiginous heights, and is 
riding for a fall even bigger 
■ ■, than that suffered in late 
* i July and August Perhaps 
the worst of the world 
financial crisis has passed, 
but market valuations seem 
to be pricing in unrealistic 
expectations of earnings 
growth, given the recent 
poor performance of 
corporate profits. 

Bank stocks, however, 
could be driven higher today 
if. as expected. Bankers 
Trust announces that it has 
agreed to be taken over by 
Deutsche Bank. Investors 
will be looking for other 
potential merger candidates. 

..In.. other aspects it rwilrt 


■sm 

4J0 

4.00 

/ 

20Alffi8 

350_j 

— Montfi aoa 

1 1 L_ 


0 ilOjeare 2Q . 30 


Dow Jones industrial Average 


17150 

9100. 

9050- 


9opo 

S950 

8900 ' 


~z 


z 


13 16. 17 IS 10- 
- Nov 1998.. - 


20 


be a. quiet week as the 
markets wind down in 
readiness for the 
Thanksgiving holiday. But 
tomorrow brings an 
outpouring of economic 
data, -with figures due for 
third-quarter gross domestic 
product, durable goods 
orders and personal income 
and spending. 


LONDON 


By PtiGRp Coggan 


Benchmark yield curve 

<*r •• .. 


The London market enjoyed 
a buoyant end to last week 
and will he hoping to 
continue the mood. But it 
may take a big bid, such as 
was rumoured last week, to 
maintain the upward 
mermen tum. 

As the Federal Reserve . 
has just cut rates, the 
Bundesbank left them on 
hold and the Bank of 
England's monetary policy 
committee does not meet 
until December 9, fib* week 
should have few policy 
surprises. 

And the economic diary 
for the week is also light UK 
trade figures will be released 
on Wednesday which should 
show a continuing big 
deficit The global shortfall 
far September is expected to 
have widened from fi-ghn in 
August to £2.lhn. according 
to Standard & Poor’s MMS. 
However, the non-European 
Union figure for October is 
forecast to have narrowed 
slightly to £i.6bn, from 
September’s £l-9bn. 

Recent Confederation of 
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British Industry surveys 
have been gloomy, and it is 
unlikely the November 
survey, released on 
Thursday, will show any 
Improvement in sentiment 
So the focus will fall on 
the corporate sector, in 
particular the results from 
EML National Power and 
Siebe. 


COMPANIES DIARY 
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v ^Regulatory issues absorb 
power and water groups 


Siebe has largely lost die 10 
per cent sales growth rate 
that earned the stock its pre- 
mium rating, and its interim 
results are not expected to 
regain that high ground. 
Sanjay Jha at Williams de 
Brae expects £244m ($410m) 
pre-tax, a rise of 8 per 
cent 

He has said: “The eco- 
nomic environment for Sie- 
be 's markets is worsening. 
Demand from process indus- 
tries. such as petrochemical, 
pulp and paper, has been 
falling for some time and 
this malaise will eventually 
spread to the automotive 
and appliance industries.” 



fUESDAY 


• National Grid Is expected 
to report interim pre-tax 
profits of between OtTOm end 
£ 2 10 m, compared with £226m 


last time. Analysts believe 
the operator of the electric- 
ity supply system may find 
it hard to raise earnings due 
to modest load growth. 

However, its shares have 
outperformed the market by 
45 per cent in the past year 
because the shares of tele- 
communications company 
Energis, in which National 
Grid has a 50 per cent stake, 
have soared from about 250p 
to reach a high of £1L23. 

• Severn Trent is thought 
to be better placed than 
some other water companies 
after the recent price reduc- 
tion statement from Ofwat, 
because of its low cost-base. 
Theseinterim; figures may 
contain some comment on 
the Ofwat announcement, 
although the numbers them- 
selves are not expected to 
show a -big change. ' . . 
'Analysts expect a pre-tax 


result between £l82m and 
£l98m. against eiaim- 
• Analysts expect Benck- 
iser, the Dutch household 
products company, to report 
third-quarter net profits of 
up to FI 60.2m (£i9m), com- 
pered with FI 465m a year 
earlier. 

Earnings per share are 
seen at FI 1.10-F1 1.15, up 
from F10JW. 

The company said last 
month that it was “on track 
to achieve its targets” of a 15 
per cent rise in net profit 10 
per cent growth in operating 
income and net sales 5-7 per 
cent higher. 

AFXNews, Amsterdam 


WEDNESDAY 

• Interim figures from 
National Power will be 
affected by the ending of the 
five-year coal deal. Attention 
will focus on its attempts to 
replace its eroding domestic 
market share and margins. 
Analysts' forecasts range 
from £200m to £245m. 


against £254m last time. 

• Rni, the Italian oil and 
gas conglomerate, is expec- 
ted to post third-quarter 
operating profit of L750bn- 
L925bn ($4540m-$563m), com- 
pared with an estimated 
Ll^OObn a year earlier. 

Strong results from its 
refinery and marketing busi- 
ness and stable results at its 
gas operations are unlikely 
to offset sharp declines in 
earnings at its exploration 
and production and its Erri- 
chem petro-chemicals busi- 
ness. 

AFXNetas, Milan 

m Final figures from Gran- 
ada are expected to be about 
13 per cent ahead, but inves- 
tor concerns over the UK 
economy are likely to damp 
any advance in the shares, 
which have underperformed 
the market by 4 per cent in 
the past month. Analysts 
expect a pre-tax result of 
£733x0, up from £650m. 





ING, the Dutch financial 


services group, is expected 
to report nine-month net 
profits of FI 4.34bn-Fl 4.7bn 
(S2.3bo-S2.5bo), up from 
FI 2.96bn a year earlier 
Earnings per share were up 
to FI 4.65-F1 5.03 against 
FI 3.84. according to ana- 
lysts’ forecasts. 

Last month, ING said it 
had lowered its full-year 
earnings per share growth 
target to 15 per cent com 
pared with the 3035 per cent 
forecast at August's inter- 
ims. 

AFXNews, Amsterdam 

• Interims from Pennon, 
the former South West 
Wafer, and Yorkshire Water 
are not expected to contain 
surprises. 

The outlook for prices fol- 
lowing Ofwat's review is 
likely to dominate the pros- 
pect for profits. 

Pennon is expected to pro- 
duce a similar result to the 
£68m last time, while York- 
shire is likely to come in 
slightly under the £ 11 6m it 
reported at the last interim 


Allan Yurko. the chief executive of Siebe 


NEW IHTEBNATtONAL BOND ISSUES 


BUM* 


m MW 


met 


vac tp 


BhJhbkt 


i* m pi asssm 


i wsuew 

I ttv 2004 6JSP9 
; OCt 2004 fll) 

I D*C 2365 « M 
tetZKB SW 
Oct 30089375# 

. to 2903 650 
£.2003 S00 
Dec 2000 £1) 

to am m 

I brHffi 6® 
swans sjso 
I Oct 2000 uw 
dk am IP 1 ) 
uan - 
straw too 

toffflB pm 


0*303 4.75 

to roc p 

DkJOOS *.« 
0*2300 ns 
toWfl 
, JO 2009 


SM 9 Sg ■ 

lautft ^ nrcq sL.. — 


muon 

995138 ilT3+5»WWa 

1 nonce 1375 .452 ‘jAwOI] 

100690 6300 +TKl5% 
913728 

leaooR 

MOiW - - 



Coon YM Uaacb 

a uadr % fax % fflp 


ISO. DkZBS 325 VOSS 
100 Oct 2604 275 KU5 
300 9m 2003 230 10UD 
Mb tto *E 2608 mm 


ttflag Uu fad 

CS® 

Mag Bon feta 



SAMP) SB0 ll> 303 325 J9.7SM 3SS2 +12g%S«C31 HSflCMm* Ljrtfi 

tetemmm 3 oa oecsocn 14 mns mspSamn 

ksftaftfet WteeZffl n 997® UntalUtag 


no Dec 20W SL25 99JSESB «37 cec Wood QrtT 



o( Octet SO 0 k 2000 623 9U2ffl &tiB rtOnUMG) TO Srcsfln 
100 0*2009 BOO MRS) 5002 IDSbsNb 

2S0 Apr aW Pajfl 97-ZBB 6J0 tfKnUpH) BBC DS QoU IfeM 


ia* 0 x 2001 755 sun rm 


mo&atdwm 


octaoo fen moo 

5IBb« *r2S£ mss 


BnMBak 


m _ tastataam m 
0®«3t mta Mas p) 


99.130 

78000 . - 
9950 

®4ffl .MB 



«n 

7.153 

7.74 

iW* 

550 

652 

£90 

5326 

W» 


OSboMTOOl 

is* j®5 SH 

0OB illSC til* 
uh jen *005 isW 


WHOM 7-W Kunfm rr' 

s™ “■-asasifirffi* 

9Bft 548 Ml qW M 

aoeva 5S3l4f®%«Si 




tn?75i son 

«« sS * 


taatwg* 

qSISSb 




FRANKFURT 


By Graham Bowley 


Benchmark yield curve 

W 

5.75 

— 20711/98 


Germany’s share prices rose 
again Last week, supported 
by investors' belief that 
European interest rates 
could fell early next year. 
The Bundesbank left 
German interest rates 
unchanged at its meeting 
last week. This was despite 
heated calls from some of 
Germany’s pnirUHanc that 
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Dax index 



showed last week. 
Economists said this 
reflected slowing demand 
wi thin Germany and in 
export markets abroad. 
Exports until now have been 
the chief driving force of 
German industrial growth 
over the past few years. 

This week, the markets 
will be watching a meeting 
in Bonn between Gerhard 
SchrOder. Germany's new 
chancellor, and president 
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Jacques Chirac of France. 
On Wednesday, Deutsche 
Telekom publishes its latest 
business results for the first 
nine months. Allianz, 
Germany’s biggest insurer, 
publishes its results on 
Thursday and the German 
economics institute provides 
analysis on the condition of 
east German companies. 


TOKYO 


By Naoko Nakamae 


Developments following the 
announcement last 
Thursday of a new coalition 
between the ruling Liberal 
Democratic Party and the 
Liberal Party are likely to be 
the main focus for the 
markets next week. 

Last Monday the 
government unveiled an 
economic stimulus package 
worth Y24,000bn in new 
spending and tax cuts to be 
implemented in the coming 
months, in an attempt to 
pull Japan out of its worst 
post-war recession. Although 
Initial reaction was modest, 
the stock market made large 
gains towards the end of last 
week to close up 3.59 per 
cent at Y14.77&94, its 
strongest finish for over two 
months. 

On Friday, hopes of 
consumption tax cuts 
boosted the retail sector in 
particular. 

This week, investors will 
be watching to see whether 
any concrete details on Lax 
cuts will be hammered out. 
and whether the government 
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will bite the bullet on 
consumption tax and reduce, 
or even suspend, it,” said 
Michael Wheatley, analyst at 
Paribas Capital Markets in 
Tokyo. 

“If the coalition does 
announce details of the 
planned tax cuts, the 
stockmarket could make 
further gains.” he said. 
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Standard of Excellence 

The Chartered Fina nci al Analyst (CFA’*) designation. 
Representing professional integrity, practical experience, and 
quality service to Investors and employers. These business and 
ethical standards shape all of the Investment activities of a CFA 
charterhokler. Compliance with the A1MR Code of Ethics is not an 
option — ft Is a condition of maintaining the right to use the CFA 
designation. Once it’s earned, charterhoiders provide employers 
with a critical competitive edge. And Investors with uniquely 
qualified advice that allows them to invest with confidence 

The Association for Investment Ma na g em ent and Research 
sponsors the CFA program, along with professional development 
services for over 35,000 members in 70 countries around the 
globe. All designed to promote integrity and knowledge among 
Investment professionals worldwide. 

SETTING A HIGHER STANDARD 

For more Information and a tree brochure, 
call I 804-9S3-6825 or visit www.ainir.org. 


The Chase Manhattan 
Corporation 

U.S. $500,000,000 

Senior Floating 
Rate Nates Due 2002 
Ir'accordance wiffi ttm provisions 
of the Notes, notice is hereby 
fihiw (hat for the interest period 
from November 23. 1B98 to 
February 22, 1999 Hie Notes 

nA eany an interest rata of £3* 
per annum. 

The boarast payable on the 
taiwant interest payment date, 
February 22, 1969 wfl be U S. 
SC3J7 par U.S. S10.000 Nu» 
and UA. $1,339.72 P * U.S. 
$100,000 Note- 

ByiteC&attttraM&nBaf* 

Lotto 

Novwnbw 23,1983 


The Republic of Venezuela 
OS. $211,1 39,000 
Collaterafized Floating Rate 
Bonds dua 2020 
USD Discount Saria* B 

In accordance «8h tha provisions 
of Die Bonds, notea Is hereby 
trim lh« for tha Interest 

Period Iron Nov«nt»r 20 r 7998 

to MW Z0. 1999 tha Bonds wU 
tsmy an bwast Rata ol 5J7S% 
per annum. The interest payable 
on the relevant Interest payment 
data. May 20. 1999 wul be 
U.S. S2SA4 per U.S. SI. 000 
ptedpalannunL 
Bji: The Chin feMtatea Bask 

London, Agent Bnk 
NowRner23.1S6B 0°”^ 


This Notice is ismal is enmpfianty with the requiianons of London Stock Exchange Limited. It does an 
cootitate mb offer or imitation to soy pereoa lo subscribe for or to purchase any of the shares or min of 
Yeoman U Investment Trim PLC pita Company'"). 


YEOMAN H INVESTMENT TRUST PLC 

incorporated and rrgisicred in EngiunJ and fVaJci number 36663S7 

ISSUE AND PLACING 

of 

lqj to 91 ,000,000 limited voting zero dividend preference titans of 1 Op each 
opto 131,000,000 income shares of 1 Op tech 
np to 1,000,000,000 capital shares of Ip each 
and up to 1 30,000,000 equity units (each noil comprising 
1 income store and 1 capital share) 
sponsored by 

BREWDM DOLPHIN BEXX LAWRIE 

a ditisioM of Brtwin DoJphla Srcurilles Limbed 

a connection with a m mmm g id fld scheme of reconstruction of Yeoman tnveannflttTrpgl Pl.Cp mui. 1 tT . 

section 1 ID ofthe losotveaey Aa !98ti 

AfyScaiioa has bean made to London Stock Exchange Limked for the tcnxfividcnd preference 

dorm, capital shares and equity units in Ihe Company to be admitted to the Official Lin, It |g exosaed ifffs 
deali n gs hi tho shares and nnitt niUcomiMBae on 6 January 1999 fin the case of those issued mnmlrrtTn ih- 
®toeme of iwon*trD«aiohJand7 Jmmsry 1999 pn the cokoT those issued punnant to the ptaeme). Awosorernx 
of the Company has been m connection with the application and cmies of it tSbeobiainedSw 

mmal btuines* hours on any weekday ( excluding Saturdays and public hoEdayi) m to and bS 
18 December 1998 from: « 


Ycoamm O Investment Trust PLC 
23 Cathedral Yard 
Banter EX 1 1HB 


Brcwin Dolphin Bdl Lhwrie 
a dSviswn nT Brewin Dolphin Securities Lteitod 
5 Gilwpur Street 

London EC1A1BD 


Copies of the prospectus can also be obtained Inaa the Company AnaounettmjTi.i fMHr- . 

ExckregeTower, Old Sre*d Street, London EGN 1 HP oa 23 a«124 NovmberlWK^ Ltodsa Stock 


23 November 1998 
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Focus on GDP 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR, 
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By Alan Seattle 


This week could show 
whether the US and UK 
economies continue to dis- 
play their tendency to move 
In synchronised cycles, 
which has contributed to rel- 
ative stability in “cable" 
compared with other cross- 
rates. 

The second estimate of 
gross domestic product 
(GDP) growth in the US, 
released on Tuesday, is 
expected to be revised up 
from the 3 .3 per cent annual- 
ised growth rate. 

But much of this may be 
caused by higher stockbuild- 

ing, whose contribution to 

GDP growth is likely to be 

revised up from the previous 
estimate of 1 percentage 
point 

Unintentional rises in 
inventories may presage on 
economic slowdown, espe- 
cially since domestic expen- 
diture is not expected to be 
revised up. 

Coincidentally, the pros- 
pects for US consumer 
spending may be also clari- 
fie^miTucsda^withthe 

ivi iki ■ li U'H » 


release of the US consumer 
confidence index for Novem- 
ber. 

After falling in the wake of 
the Russia crisis and the 
subsequent fear of a melt- 
down in the world's finan- 
cial system, the US feel-good 
[actor as measured by some 
surveys appears to have 
recovered. 

A similar pointer to the 
health of the UK economy 
arrives on Thursday with 
the release of the CBI 
monthly industrial trends 
survey for November. 
Although it only covers the 
manufacturing sector, the 
survey has proved itself over 
time to be a reasonably good 
indicator of overall GDP 
growth. 

And since the demise of 
the average earnings index 
as the key indicator of infla- 
tionary pressure in the UK, 
surveys such as the CBFs 
seem to have gained a 
higher profile in the minds 
of the Bank or England's 
monetary policy committee. 

The survey for October 
showed a collapse in busi- 
ness confidence. 
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Slowdown remains core concern " 
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By Phfflp Cowan, 

Mate's Editor 


Signs of slowing economic 
growth remain the main con- 
cern for European investors, 
despite the rally in share 
prices achieved at the end of 
last week. 

Weak French industrial 
production numbers, which 
followed a downbeat Ifo sur- 
vey of German business con- 
fidence, point to a slowdown 
from the buoyant picture of 
growth that was emerging 
earlier in the year. 

A French survey of busi- 
ness confidence due to be 

FTSE Hrioc 100 

Index 


1100 . 


released on Thursday is 
expected to show a further 
downturn in sentiment. 

However, French gross 
domestic product numbers 
should reveal that the econ- 
omy was still motoring 
ahead in the third q uarter , 
with the consensus forecast 
for growth at an a n n ual 2.9 
per cent, according to {Stan- 
dard & Poor's MMS. 

The corollary of all this 
however. Is that inflationary 

pressures are minimal, 
something which should be 
confirmed by west German 
data out this week. Accord- 
ing to HSBC Economics, 
there will be a monthly 
decline In prices of 0.1 per 

. Bond yield curve 

■ Per art (ftowmbw 2019881 

; — ; -to 


cent, which will bring the 
annual rate of Inflation 
down to 0.5 per cent 

There is still lingering talk 
that interest rates could be 
cut In core Europe, with one 
suggestion being that the 
European Central Bank in 
Janaary wxD immediately 
reduce rates from 3 .3 to 3 per 

pgnt 

Those hopes and the wave 
of mergers and acquisitions 
in Europe kept share prices 
on the boil last week. 
Amsterdam, Helsinki, Parts 
and Zurich all made gains of 
6.5 per cent or more. 

On Friday, the FTSE Euro- 
top 100 index gained 54.77 or 
2.1 per cent to 2,643.28, while 


the hroader Eurotop 800 rose 
2301 to 1,136-28. The FTSE 
Ebloc 100 index of stocks in 
the stogie-c urr ency zone was 
the strongest of the three, 
moving up 22.73 or 2^ per 
cent to 94655. 

As on Thursday, the blue 
chips did much better than 
the rest of the market, with 
euro mid-cap stocks gaining 
only 1 - 2 - 1 .5 per cent. 

Results announced last 
week in continental Europe 
were largely in line with 
expectations, but investors 
remain nervous about the 
potential for disappointment, 
given “bottom up" forecasts 
of double-digit earnings 
growth in 1999. 
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At Credit Suisse First Boston our placing power and mufti-currency execution 
capabilities in the international debt markets have been tong established. Our clients rely on 
us for leadership and innovation in the developing euro market Whether ft 
is for a debut issue, the longest ever issue or an innovative floating rate structure. Change 
means opportunity. 
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MONDAY 23 


British beef hopes 


European Union farm ministers are 
expected to vote to lift a worldwide 
ban on British beef exports. Voting 
rules mean that eight ministers would 
have to vote against the European 
Commission's plan to end the embargo 



and this seems highly unlikely. Eight of 
the 15 countries have already indicated 
their support for lifting the ban. British 
exports are unlikely to resume for 
some months. The farm ministers, 
meeting in Brussels, will also discuss 
food aid for Russia and a proposed 

reform of the Common Agricultural 
Policy. 


Money matters 


European Union finance ministers meet 
in Brussels amid signs that they are 
preparing to pare back plans by the 
European Commission for a big 
increase in spending in the new 
millennium. Several are likely to call for 
a freeze in spending commitments at 
1999 levels. The Ecofin meeting will be 
preceded by a gathering of finance 
ministers of the Euro-1 1 group of 
nations taking part in monetary union. 

A debate on how the group will be 
represented at international forums 
such as the International Monetary 
Fund will be high on the agenda. 



effect a rapprochement with the 
Democratic Republic of Congo. 




Play on 

The first cricket test match between 
West Indies and South Africa gets 
under way in Johannesburg following 
the resolution of a rebellion over pay 
by Brian Lara, the West Indies captain, 
and his vlca-captain Carl Hooper. 
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FRIDAY 27 


Japan’s pump-primer 

An 18 -day extraordinary Diet session 
opens today in Japan. During the 
session, the Diet members win discuss 
a third supplementary budget for fiscal 
1998 which would cover the 
emergency economic pump-priming 
measures unveiled last week. 




New republic 

A summit meeting is scheduled to take 
place in Kiev between Russia, Moldova 
and Ukraine, to discuss the position of 
the self-proclaimed Dnestr Republic, 
on the slice of Moldovan land running 
between the Dnestr river and the 
Ukrainian border. The leader of the 
breakaway republic. Igor Smirnov, has 
already visited Moscow and the 
Russian government is thought to be 
sympathetic to the region’s aspirations. 
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The US celebrates Thanksgiving on Thursday with a traditional parade through New York 


Tuberculosis epidemic 

The tuberculosis epidemic in Asia is 
the subject of a four-day conference in 
Bangkok to be attended by 1,500 lung 
disease specialists from 90 countries. 
The conference will review factors such 
as HIV/Aids, multidrug resistant TB and 
the region's financial crisis which are 
fuelling the epidemic. In a report 
released lor the meeting, the World 
Health Organisation says among 
infectious diseases TB remains the 
biggest killer of youth and adults, 
accounting for 2m-3m deaths each 
year. Asia accounts for more than half 
the worldwide total of 8m new TB 
cases annually. 


identify ways to change the image of 
Africa as a continent where war. 
famine and disaster are endemic. Every 
Commonwealth nation in Africa will be 
represented at the conference, which 
is sponsored by Shell international. 
Uganda’s prime minister Kintu Musoke 
will give the keynote address and MEP 
Glenys Kinnock will provide the 
Brussels perspective (ends Tuesday). 


Petroleum Exporting Countries. Opec 
countries as a whole stand to see their 
petroleum revenues this year fall by 
about a third, or around $50bn in totaL 
But industry analysts do not expect 
any dramatic moves by the exporters 
group to cut output further. Many 
expect Opec to wait and see whether 
a cold northern winter will erode the 
big crude surplus that has helped drive 
prices to 12-year lows. 


Socialist concerns 


by a Chinese head of state and marks 
the 20th anniversary of a peace and 
friendship treaty between foe two 
countries. At a summit meeting, Mr 
Jiang and Keizo Obuchr, Japan's prime 
minister, are expected to sign a joint 
statement on bilateral co-operation into 
the 21st century. Mr Jiang will also 
meet Emperor Aldhito. business 
leaders, and Diet members. He will 
also travel to foe northern cities of 
Sendai and Sapporo. 


expected to secure a WTO panel to 
examine France's ban on asbestos 
Imports. Another panel is likely to be 
set up to rule on Mexico’s 
anti-dumping measures against US 
exports of high-fructose com syrup, a 
sweetener for soft drinks. 


FT Surveys 

Jersey; European Private Equity. 
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SUNDAY 29 


Ibrahim in court 


The case against Anwar Ibrahim, 
former Mafeysian deputy prime 
minister, is scheduled to resume in 
Kuala Lumpur. Ibrahim is accused of 
corruption and sexual misconduct 


The Socialist International, which 
groups over 100 social democratic, 
socialist and labour parties around the 
world, meets today and tomorrow at 
the United Nations’ European 
headquarters in Geneva. The meeting, 
chaired by former French prime 
minister Piene Mauroy, will discuss 
globalisation and equality, and the role 
of democracy in the crisis spots of foe 
Middle East, Algeria, foe Great Lakes 
region and Kosovo. 


Aids update 

UNAids. the joint United Nations 
programme on HIV/Aids, will publish an 
update on foe global epidemic. The 
report, to be released in London, is 
expected to show that 1 1 people are 
newly infected with HIV every minute. 
The hardest-hit region continues to be 
sub-Saharan Africa, where the disease 
is wiping out all development gains. 


Pinochet verdict 

Britain's House of Lords, acting as the 
country’s highest court, win rule on the 
extradition of former Chilean dictator 
Augusto Pinochet on his 83rd birthday. 
If the Lords uphold an earlier ruling by 
foe high court, Pinochet will be free to 
return home to Chile. 


PoW ruling 

A Tokyo district court rules on claims 
by former British and Allied prisoners 
of war. Ex-PoWa are suing for 
compensation but no Japanese court 
to date has awarded them sizeable 


Food for thought 

A conference on securing food ■ 

supplies for the next century will be 
held in Rome by the 
Inter-Parifamentary Union and foe 
United Nations' Food and Agriculture 
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Indian votes 

State elections are held in the Indian 
states of Delhi, Rajasthan, Madhya 
Pradesh and Mizoram. 
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Holiday 

Japan. Georgia. 


Africa’s image 

Nearly 200 delegates and journalists 
gather in Cardiff for Reporting Africa: 
Return to the Agenda, the fifth 
international conference in a series 
devoted to areas that journalists find 
problematic. Editors and reporters will 
consider the icons, images and 
stereotypes that concern Africans and 


TUESDAY 24 


Lahoud steps up 

The new Lebanese president. General 
Emil Lahoud, a former army 
commander, is scheduled to be sworn 
in when the term of foe incumbent, 
Ilyas Harawi, expires. 


Swedish bank vote 


The Swedish parliament votes on 
proposed measures to make the 
central bank, foe Riksbank, more 
independent 


FT Surveys 

Lithuania; African Mining. 


THURSDAY 26 


Organisation. The conference will look 
at ways of reaching the target set by 
foe World Food Summit of halving foe 
number of undernourished people by 
the year 2015. 
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WEDNESDAY 25 


Crude facts 

The persistent weakness in oil prices 
this year and foe poor outlook for an 
early recovery forms the dismal 
backdrop for the meeting in Vienna of 
oil ministers from the Organisation of 


Jiang’s historic visit 

Jiang Zemin. Chinese president starts 
a six-day stale trip to Japan. This will 
be foe first official visit to the country 


Banana appeal 

The US threat of trade retaliation 
against foe European Union in their 
banana war will be raised by Brussels 
at today's meeting of the World Trade 
Organisation’s dispute settlement 
body. Australia and the US are due to 
indicate how they plan to implement 
adverse WTO rulings on salmon and 
shrimps respectively. Canada is 


Mali polls 
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Thanksgiving 

The annual Thanksgiving parade is 
held in New York between Central Park 
West and Columbus Avenue. 


Mali holds municipal elections in 682 jfc 
new communes created under a w 
decentralisation law. 
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Congo approach 

A Franco -African summit meeting is 
held in Paris, where France hopes to 


Holiday 

Liberia. . 
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Other economic news 


Statistics to be released this week 


Tuesday: A substantial 
upward revision to US gross 
domestic product should 
result from a smaller trade 
deficit, and higher inventory 
production and consumer 
spending. Economists 
expect third quarter GDP 
growth of 4.1 per cent US 
consumer confidence is 
expected to rebound, but 
sentiment may remain 
vulnerable to slowing job 
and income growth. 
Wednesday: UK trade data 
are likely to reflect the 
collapse in Asian and 
Russian markets. The 
non-EU trade balance, which 
hit a record El .89bn deficit 
in September, is thought to 
have narrowed slightly to a 
deficit of £l.6bn last month. 
US consumer spending is 
expected to have risen 0.6 
per cent last month, with 
strong car sales delaying 
economic slowdown. 
Thursday: Japanese 
industrial production figures 
will be scrutinised for signs 
of the economy stabilising. 
Bank of America believes 
industrial output dropped 2 
per cent in October. A 
monthly UK business survey 
by the Confederation of 
British Industry survey will 
be downbeat 


Day 

Released 


Economic 

Country Statistic 


Previous 

Actual 
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Hong Kong Oct consumer price index (a) “ 
US Oct Treasury budget Sbn 

Brazil Nov exports Sm 3rd week 

Brazil Nov imports $m 3rd week 
US 03 gross domestic product prelim 


03 gross domestic prod prelim ** nsa 3.6% 


cum CAN* 
him liar 


HIM 11.17 
no* ii.i7 


Nov C8I Industrial trends 


2000 2013 
2000 2013 


03 after tax corp profit prelim 


Nov 27 Japan 


Oct durable orders 


Oct durable shipments 


Nov 2-week consumer price index 


Oct industriaf production sa -1.1% 

Oct shipments sa 

Oct unemployment rate 4J3% 

Nov consumer price Index *" Tokyo 1.0% 
Nov cons price ind ox-perishables “ -0.2% 
Oct consumer price index " (nation) - 03% 
Oct unemployment rate 11.7% 


17HJ 17.13 
1139 11 72 
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9.37 037 

935 835 


035 935 

935 936 


9JS 935 
933 035 
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1132 1135 

1134 1 1X7 




1237 1230 

1232 1235 
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Nov trade tul list IQ days nsa) Ytn 


Belgium Nov consumer price Index * 

Belgium Nov consuner price Index ~ 

Canada Sap fix-weight employee earnings "■ 
US •• M2 week ended Nov 1 a Sbn 


Oct consumer price index final * 
Oct consigner price index final “ 
Sep global visible trade £bn 


12.77 1230 

12.77 1230 


12.77 1Z30 

1538 1531 
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Oct ex-EU mabte trade Sbn 


UK Oct EU -harmonised consumer price ind 

US Oct personal income 

US Oct persona/ consumer expenditure 

Canada Oct industrial prod price index * 


Canada Oct raw materials price index 


Oct BoJ corp semces pnee *• 


03 prelim gross domestic product *• 0.7% 

03 prelim gross domestic product " 2.9% 

Oct hourly wages ** 2.1% 

03 gross domestic prod prelim * sa 0.5% 


Sat Malaysia Oct M3 ” • • 4JJ% 

Nov 2B Malaysia Oct loan growth 4^% 

Sun Hong Kong Oct trade balance HKSbn -1i 

Nov 29 Japan "Nov Wholesale price Ind (2nd 10 days) • -0.1% 

During the weak... 

Germany Oct Icon consumer cfcnate ICffl 

Germany Oct Import prices * -0.5% -0^% 

Germany Oct Import pricoa ~ -5.4% • -5X?% 

Italy Oct M2, 3-month average ~ 72% 

Italy Sep trade balance (payments) Urn 55 

Italy Oct balance of payments Um -8.3 

•month on morth, "year on year * quarts- txiqwrtBr StHfstfcs, couteyStandad^ftMrt ifMS. 


2330 234* 

9* an 2114* 
2330 234* 

2330 Z3*4 

935 935 

1045 1045 

19.17 1930 

935 935 

12.77 12.90 

155 935 

19.17 1930 

2312 23a 

2312 2325 

2312 2325 

2312 2325 

17.78 17®1 

1538 >531 

T733 1738 

1377 1390 

1308 1521 

1433 14,17 

1739 1722 

939 939 

937 337 

938 838 




ifr •**, 

■ - lit 


*=• ’T-'r -'Cia 




y* * » » »■ IWMMl PMW to, to 


ACROSS 

1 “Be bold". 1 resolved, and 
tried to Influence people <71 
5 Term that's musical or 
legal perhaps (7) 

9 Hole in bamboo boat tul 

10 Counsel to wander and fail 
to keep an accurate record 
(4.51 

11 Weight-lifter takes fish, 
being fussy about meat 

12 It's a life abroad for him 15) 

13 Strange device to raise 
river level before dam 
opens 15) 

15 Tradesman explaining bow 
he hopes to leave hospital? 
(9) 

18 Ill-Judgment (9) 

19 Doctor gets notes about 
implant (5) 

21 About time to go out - OK? 
(5) 

23 Arrive with fresh request 
for admission (4.5) 

25 Dog cart adapted for Croe- 
sus. for example 19) 

26 It cuts a dashing figure (5) 

27 TTiose who aim to be habit- 
free? (7) 

28 Ustm 


DOWN 

1 Disease makes Jack low i7> 

2 Skeletun service? (4 

3 Turn aside for inspiration 
(5) 

4 Idler upset with debts - 
becomes hysterical t9» 

5 One advantage of setttng 
up a savings scheme (5) 

6 Though a pound short, vict- 
ualler may be making a 
profit (9) 

7 Bird goes after note that is 
low and throaty (5) 

8 Striking clothes last longer 
(7) 

14 Relaxing one's guard is 
risky ifl) 

16 Striker on trial in interna- 
tional game (4,5) 

17 Discussion at board level 
(5,4) 

18 Poker-faced, departed to 
search for gold (7) 

20 Prison for a debt-collector 
who has gone wrong (7) 

22 Spherical bullet (5i 

23 French priests sought in 
Lourdes (5) 

24 Firm support for a king, 
porhaps (5) 


MONDAY PRIZE CROSSWORD 

No.9,846 Set by DANTE ■ 


A prize or a Tom bow Lucca fountain pen and roQerball set, worth £125, 
will be awarded for the first correct solution opened. Solutions by 
Thursday December 3. marked Monday Crossword 9346 an the enve- 


S e, to the Financial Times, l Southwark Bridge, London SE1 9EJL. 

ution on Monday December 7. Please allow 28 days for delivery of 
prizes. 
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Solution 9334 


Winner or Puzzle No.9,834: Marilyn Halbert. Tiosbury, 
Bath 
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